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PROCEEDI NGS
9:34 a.m

PRESI DI NG MEMBER GEESMAN:  This is a
Committee workshop for the Comm ssion's 2004 | EPR
update. |'m John CGeesman, the Presiding Menber of
the Commission's |EPR Committee. To ny left is
Commi ssi oner Boyd, the Associate Menber. The 2004
update is an extension, or rather a followp to
the 2003 Integrated Energy Policy Report that the
Commi ssi on adopted i n Novenber.

Those of you familiar with the 2003
report will remenber that the report identified
several issues neriting nore detailed followp in
2004. The 2003 report brought forward the
i mportance of nodernizing and upgradi ng the bul k
transm ssion grid. It identified both planning
and permitting actions that the state should take
to optimze the grid in a cost effectiveness,
environnental ly sensitive manner that will insure
a reliable and robust systemin the future.

The 2004 update process actually began
i n Novenber 2003 when we held a workshop to
i dentify key transm ssion planning issues,

i ncludi ng how to best capture the strategic

benefits of transm ssion assets.
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Today's workshop is the second formal
event of the update process relating to
transm ssion. W' ve got several goals for today's
wor kshop. One is to discuss |ong-range
transm ssion systeminterconnecti on needs under
various scenari os.

A second is to begin a stakehol der-
driven process for the devel opnent of a |ong-range
transm ssion systemvision. And a third is to
understand the transm ssion problens of imediate
concern; critical short-range projects to address
t hose concerns; and the consequences of delays in
bringi ng them onli ne.

We're currently planning two nore
wor kshops on other critical transm ssion planning
and permitting topics. The first will be on My
10th where we'll discuss staff's corridor
viability study, which is intended to identify the
potential for expanding existing utility
transm ssion corridors.

That workshop will also discuss the
results of our consultant study quantifying the
strategi c benefits of transm ssion assets. W'l
al so continue the discussion of a long-term vision

for California's transm ssion system and exam ne
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options for accelerating the devel opment of
renewabl es in the Tehachapi area.

W' ve tentatively planned anot her
wor kshop for June 8th. And that day may nove
around a bit. At that workshop we'll describe how
alternatives to transm ssion projects are
currently addressed in planning and permitting
processes; and how best to analyze alternatives in
the future. That's an inportant CEQA issue, and
it's been an issue that FERC has rai sed severa
times with respect to federal planning.

Staff will then produce a transm ssion
white paper at some point in July. The Conmttee
i ntends to hold workshops and/or hearings on the
staff white paper in August. And we're likely to
publish a Cormittee report in m d-Septenber that
will then be the subject of hearings or workshops
inthe fall.

The Commission is likely to adopt the
2004 | EPR update by Novenber 1, 2004.

Wth that, why don't we commrence.

Kevi n.

MR, KENNEDY: Good norning. M nane is

Kevin Kennedy, and |I'mthe overall project manager

for Energy Commi ssion Staff for the 2004 | EPR
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update and the 2005 IEPR. | want to wel cone
everyone here today and everyone listening on our
webcast .

Just a couple of very quick housekeeping
sort of details. For those of you who are here
who are not particularly famliar with our
buil ding, just want to point out that there's a
cof fee and snack shop upstairs. Just go up the
main stairs, sort of straight ahead that way.
There are al so bat hroons, water fountain and
phones over in the far corner, sort of back out
the doors and to the left.

Commi ssi oner Geesnman gave a very good
i ntroduction to the overall process so | won't do
any of that today. W do have a very ful
schedule, so fromhere I'll just hand it over --
actual ly, some quick introductions. Kristy Chew
is acting as project manager for staff on the
transm ssi on update portion of the project. A
coupl e of the key staff nmembers here at the Energy
Conmi ssion working on this are Don Kondol eon and
Judy Grau. A nunber of other staff menbers are
here in the audience, and we have a | ot of folks
who are doing a | ot of good work.

One of the fol ks that has been hel pi ng
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us on this is Joe Eto. And I'mgoing to go ahead
and hand it over to himas the first speaker of
the norning. Thank you.

MR, ETO Thank you very nuch. M nane
is Joe Eto. I'ma Staff Scientist at the Law ence
Ber kel ey National Laboratory. | spend nost of ny
ti me managi ng the programoffice for the
Consortium for Electric Reliability Technol ogy
Sol uti ons.

The Consortiumis a group of nationa
| aboratories, universities and private sector
participants that is conducting public interest
energy research in the area of electricity
reliability. W are currently perform ng work for
the Departnent of Energy's transm ssion
reliability program and also for the California
Ener gy Conmmi ssion's PIER program

And it's in that capacity that | have
the pleasure to speak with you today about sone
wor k that we've been conducting through one of ny
partners, the Electric Power G oup, |ooking at
i nput for consideration by the Cormittee as it
goes into this I EPR process.

VWhat 1'1l be tal king about today is the

second of three products that we've been
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devel oping for the Commission. The first one was
a review, an assessnment of California's historic
transm ssion assets, and an assessnment of the
benefits that they've brought to the state. And
that was the subject of a Commttee workshop back
i n Novenber.

Thi s second piece of work is going
forward | ooking at alternative scenarios for
transm ssion planning as a way of setting a
context for sonme of the discussions that you'll be
conducting through the | EPR process.

We have a third piece that will be
featured at a future Conm ttee workshop | ooking at
application of some new nethods to try to begin
capturing sonme of the strategic val ues of
transm ssion and reflecting themin some of the
deci si on- maki ng processes that go toward review ng
and approving transm ssion projects.

So let ne try to notivate this talk a
little bit and why we are here today. California
currently has about 18.2 gigawatts of inport
capability over its transm ssion system That's
really about a third of our state's peak demand.
So you can see imrediately that transm ssion is a

vital part of the electricity delivery
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infrastructure of this state.

But transm ssion, conpared to generation
or demand side alternatives, is sonmewhat unique
asset, both in terms of its strategic value, and
also in terns of its long-termnature. It takes a
long tine to plan transmi ssion. And that tining
is, at this point, sonewhat inconsistent with the
way in which resource planning is being done in
the state.

One of, | think, the sad aspects of
restructuring in our state has been essentially
the di-integration of the generation and
transm ssion planning process. So where you once
had a forum where the kinds of tinelines required
to build projects could be harnonized and the
tradeof fs assessed, you now have a de-integrated
process, where a very long-lived asset,
transm ssion, is hardly ever considered in the
context of resource planning that is now geared
toward, quote, "nore of a market orientation" in
which the lead tinme for projects, generation
projects, is on the order of three to five years.

The sort of notivation behind the kind
of scenario work we're doing is to really meke the

case that unless these planning horizons can be
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har moni zed, and they're currently not harnonized,
we're going to lead to the outconmes in which no
transm ssion gets built.

And one of the down sides of that is
that we're going to foreclose options that nmay be
strategically of great inportance to our state
simply because we don't have fora and neans by
which we can trade off all the resources that are
available to California in neeting its future
ener gy needs.

And so it's in this context that we've
undertaken a scenari o analysis, very long-termin
nature, to try to begin setting a stage for having
sonme di scussions in which transm ssion, along with
all the other appropriate resource alternatives,
can be considered in a conprehensive fashion

So, why are we doing scenario anal ysis?
I think the sinplest statenent is that the future
is uncertain. Scenarios are stories about the
future. They are a very understandable way to
deal with and treat uncertainty explicitly.

They' re an approach toward trying to posit
| ogically consistent future states of the world
and assess what m ght be required under each of

those states of the world froma resource planning
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per specti ve.

I want to enphasize that they've not a
prediction, and they're not a policy preference.
They're really a framework for having a discussion
which | think is sorely needed in California about
what is our long-termenergy strategy; how wll we
plan for our long-termenergy future.

So, what I'Il be showing to you is not
the result of thousands of nonte carlo
simul ati ons, hundreds and thousands of production
cost runs and power flow sinmulations. |Instead,
it's a very very sinple exercise; going to rely on
addition and subtraction to put together the
bui | di ng bl ocks of a resource plan | ooking at the
future as a way of dinmensioning some of the issues
that we have to start grappling with in a
systemati c and conprehensi ve basis.

So the steps of this analysis are to
begin first by |ooking at alternative resource,
electricity demands in the year 2030. Look at the
supplies that we mght still have available from
our existing asset base to neet those denmands.

And then | ook at what would be the requirenents
for imports under those |likely assessnents of the

future instate resources that mi ght be avail able
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10
to us.

Agai n, because this is an exercise in
| ooki ng at uncertainty in an explicit fashion, we
| ook at sone alternative scenarios. And again,
| ook at the resource inplication, the inport
implications that arise fromthose different types
of scenari os.

So, again, | want to just enphasize
don't have a preference for any one of these
specific scenarios, but |I think just running these
nunbers, getting our arns around this problem
| ooki ng at sone consistent sets of assunptions are
really going to assist us in this dialogue that we
need to have about transm ssion planning in this
state.

So, at the end of the scenario
presentation I'l|l actually outline some of the
policy issues and recomendati ons that we have for
trying to take this type of analysis and nove
forward with it into the planning process.

Step One. How nuch electricity do we
need. Clearly we have one of the nobst popul ous
states in the nation. Population growth is going
to continue. Looking at the U S. Bureau of Census

we estimate that by 2030 there will be 53 million
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people in the state who want energy services in
some capacity.

Looki ng at projecting peak demand grow h
at a very conservative assunption, and we will
| ook at an alternative here of 1.5 percent peak
demand growth by 2030 we go from 52 gigawatts
today to 80 gigawatts. We assune now a very
conservative planning reserve margin of 15
percent. And you end up with a resource
requi renent of 92 gigawatts by the year 2030.
This is a very inmportant nunber. W' Il do sone
sensitivities around this, but this really drives
the analysis. This is the need that we will be
trying to neet with a conbi nati on of resources,
dermand, supply and inports in the scenarios that
I"l'l be presenting to you.

Step Two. What do we have of our
exi sting resource base that would be avail abl e by
2030 to continue to supply those needs? So here
is an assessment of our instate installed capacity
of about 60 gigawatts. And you see that it's
principally gas and oil. \When you add the cogen
it goes up to over 50 percent dependence on fossi
fuels in that. Right now renewabl es, coal and

nucl ear are |less than 10 percent each of that
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12
resource contribution. So that's a snapshot of
where we are today.

Now, what | want to do is turn the table
forward and start thinking about what this
resource base mght look Iike in 2030.

The first thing we need to do is
recogni ze that we have a very l|large aging fleet of
power plants in our state. Mst of the plants
were built prior to 1980; in fact, 60 percent were
built prior to 1980. Mdst plants are generally
assuned to have an econonmic |ife of about 30
years; but through repowering and refurbi shment
you can often extend the life of power plants.

For the purpose of this analysis we're
going to nake the foll owi ng assunpti ons about
power plant retirements. W' re going to assume
that the fossil fueled power plants will retire
when they each reach 50 years of age. That the
nucl ear plants will be assunmed to retire after one
pl ant relicense for a life span of 40 years. And
that hydro renewables will continue to operate at
their current installed capacity.

These are topics i know that are subject
of another |EPR workshop and |'m not here to

debate where the Commi ssion has gone on that.
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13
This is really just a starting point for an
anal ysis that we started |ast Novenber. But it
really gives you a ballpark, again, about what
ki nd of installed capacity base you can count on
in 2030, |ooking forward.

So | ooking forward, assum ng all of
those retirements, we [ook at the follow ng
resource base of about down from 60 gi gawatts down
to 32 gigawatts; principally hydro, cogen,
renewabl es and gas. And it's upon this resource
base that we're going to rebuild that stack back
up to that 92 gigawatt requirenment.

Here is just a summary of how we get to
those retirenents, starting froman installed base
of 60 gigawatts today; retiring fossil fuel plants
at about 23 gigawatts; and then the nuclear plants
at 5.4 gigawatts. So now we're down to 32
gigawatts out of a need of 92 gigawatts.

VWhat this says at the onset is that
we're going to be looking at trying to build
capacity or acquire capacity of on the order of 60
gi gawatts between now and 2030 under the franmework
of this scenario as outlined.

VWhat we have done here, just to

summari ze, is exactly that subtraction |

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

14
described. On the |left-hand side we see the 80
gi gawatts of requirenents, the 15 percent reserve
margin getting us to 92 gigawatts. Subtracting
what we currently will have left at -- of 32
gigawatts, creating a resource need of about 60
gi gawatts.

Like | said, this is not the result of
sophi sticated production cost modeling. This is
just addition and subtraction. But | think it's
very useful to keep these gross numbers in mnd,
because these are the kinds of tradeoffs that we
need to be thinking about as a starting point for
t hese ki nds of discussions.

Let's tal k now about ny basecase
scenario. Most of these things |I've spoke to, but
I want to just point out a couple of things that
we're going to use in the assunptions that we do
to devel op the inport capability requirenents.

| really want to just focus on a few of
t hese assunptions here. The first assunption that
we're going to make, consistent with the current
version of the RPS, is that 20 percent of our
capacity will cone fromrenewabl e resources, of
our energy will cone fromrenewabl e resources.

We're going to do a translation of those energy
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requi renents into capacity, and I'lIl talk about
that in a little bit.

We're going to al so make an assunption
t hat about 25 percent of our needs will be
satisfied by inports. That's roughly consi stent
with the current ampunt that we inport on peak
right now To say we can inmport a total of about
18 gigawatts, which is about a third. W can
never inport all that simultaneously. So, for the
pur poses of this exercise, |I'mgoing to assune
about 25 percent.

And so when you get to that and you
assunme you can't inport it all at once, you end up
with transm ssion interconnection requirenments of
about 26 gigawatts. And that's the nunber that
we're going to start wal king through in these next
few slides.

So the first thing | want to do is build
up fromthe existing base that we assune to be
avail able in 2030, |ooking at the projects that
are already approved or under review at the CEC
| ooking at their energy facility status report
fromlast August. The CEC already approved
projects of about 10 gigawatts. Projects under

review. And then we do a translation of the 20
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percent energy requirenments for renewables to | ook
at a net requirenment for about 14 additiona
gi gawatts of renewabl e energy, which |eaves us
with a shortfall here to neet this instate
requi renent of about 6 gigawatts of unidentified,
and we' Il assunme for the mnute, gas resources.
Again, this is just the building blocks of what's
on the books that we assune will get built and
will be needed to neet the instate requirenent.

COW SSI ONER BOYD: M. Eto, before you
get too far away fromthe basecase could |I ask you
a question? What role for conservation did you
include in your estimtes of the future portfolio?

MR, ETO In this initial setup of
basecase anal yses we're assumng that it's
enbedded directly in the assunption about | oad
growt h being at 1.5 percent per peak demand per
year.

COW SSI ONER BOYD:  Ckay.

MR. ETO VWhich is |ower than the
nati onal projection of 1.8 percent. So there's
sone offset in peak demand requirements built into
that. And then I'Il talk with you about the
specific alternative scenari o which we assunmed an

even | ower growth rate.
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COW SSI ONER BOYD:  Thank you.

PRESI DI NG MEMBER GEESMAN: Do you happen
to know what our popul ation growh rate is?

MR, ETO The popul ation growth rate
that's underlying the work that we're doing is a
little bit nore than 1 percent.

PRESI DI NG MEMBER GEESMAN:  Thanks.

MR. ETO But, again, we're taking this
directly off the U S. Bureau of Census.

One of the values of not using, you
know, |I'm an analyst by heart, so |I like the
sophi sticated nodels, but one of the real val ues
of using these very sinple stylized exanples, it's
very easy to change very fundamental assunptions
and |l ook at where you're at. And | think that's
the kind of discussion that we need to have. And
so | appreciate your comments about where those
assunptions are com ng from

This is just a very quick summary of our
current inport capability, |looking at the
different lines. You know, we have about 8
gigawatts comng fromthe north; about 2 com ng
from U ah; the desert southwest, you know, 4.7
gigawatts on the north side, and then 2.8 in the

sout hern region; and then in a nodest
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i nterconnection to Baja of about .8 gigawatts.

These are sone of the projects that are
bei ng di scussed right now. This is the Devers-
Pal o Verde Nunber Two, expanding the
i nterconnections with Mexico and increasing
capacity to Wonming. At this point, just for the
pur pose of discussion, we're assum ng that these
projects are under discussion will, in fact, get
built and will reduce the need for additiona
transmi ssion capability in the analysis that 1"l
be showi ng to you.

So let's do that. So what | show now is
here's the current inport capability fromthe
different directions that we can bring power into
our state. Here are sone of the options that were
currently under discussion that were listed on the
table that | just showed you.

And so in order to neet what we assune
to be our transm ssion inport requirenent of about
26.5 gigawatts, we're going to need an additiona
4.1 gigawatts of transmi ssion capability com ng
into the state.

For the purposes of this exercise we
made an assunption that we woul d not bringing that

in fromthe Northwest. But instead will be
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extendi ng exi sting paths that are under di scussion
ri ght now for expansion. So, again, this is going
to the desert southwest, the inland northwest, and
then al so Mexi co.

But, again, this is a discussion; this
is not a prediction. This is just an effort to
try to begin to frame the kind of resource need,
the kind of inport capability that would be
required if you follow the assunpti ons that we've
gone through to date about what demand is going to
be, what instate resources are going to be.

For exanple, we're nmaking an assunption
that you'll neet the RPS requirenment entirely with
instate resources. Cbviously if you change that,
based on the registry, you might pick up some of
that out of state. And that, again, would put
anot her burden on the transm ssion inport
capability requirenent.

So, because we've made a nunber of these
assunptions we also did sone sensitivity cases to
try to bound what was realistic here. So, in the
basecase we assuned peak demand growth of 1.5
percent; renewables at 20 percent; inports at
roughly 25 percent.

So we | ooked at a couple of alternative
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scenarios. This was before some of the
di scussions in the Legislature, but we made an
assunption back in the fall that we could | ook at
a scenario which would increase renewables to 33
percent. W nade a |low |load growth assunption,
whi ch coul d be consistent either with the downturn
of the econom cs or nore aggressive conservation
| oad management types of activities to reduce |oad
to 1 percent growth. And then also one in which
we assumred higher inports |ooking at 30 percent
i mport target rather than a 25 percent inport
target, consistent with current experience.

This is a summary of what we get when
you nake all of those assunptions. And | think
want to just focus on a few nunbers here. So
here's our current situation here, across the top
We're inporting about 18.2 gigawatts of capability
here. The basecase that | just reviewed for you
at 26.5 gigawatts, under the higher renewabl es
essentially what we're doing is we're increasing
renewabl es i nstate and displacing the need for
i nstate generation fromgas. And so the inport
requi renent renmmins essentially fixed under this
scenari o.

Under the | ow | oad growmh scenario you
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do see a reduction in the inport requirenents
goi ng down to 24 gigawatts, down from26. In the
hi gher inports, of course, you see an increase
going up to 31, 32 gigawatts of inport
requi renment.

This, we subnit, bounds a range, a range
of discussion that we need to have about how
pl ausi bl e these scenarios are; what would be
required fromthe standpoint of transm ssion
planning if we were to go with any one of these
scenarios in the infrastructure and capability of
buil ding that we need to think about as part of
our planning activities.

How am | dong on tinme? Okay. Let ne
briefly just review, then, fromthe scenari os,
t hemsel ves, what they inply for some of the non-
transm ssi on aspects of them

In terns of generation capacity what we
see here is essentially that the renewabl es cases
I've just nmentioned were essentially displacing
gas-fired generation with higher renewabl es, or
that renewabl es scenario. Under both the | ow | oad
and hi gher inport scenarios essentially this
tradi ng off where the power is com ng from

whet her it be inported or whether it be just
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reduced need all together because of a | ower
demand growt h scenari o.

The gas fuel requirements largely follow
the gas capacity requirenments; nothing surprising
here. Here's the renewabl e capacity of the
different assunptions. Here is the current
install ed capacity, about 4.5 gigawatts -- there's
actually 10,000 gigawatts installed, but for the
purpose of this exercise we're |looking at a
capacity factor of about 50 percent really.

And then in our basecase we're making
t he assunption that we would need 18 gi gawatts of
renewabl es, clearly in the high renewable
requi renent case a greater share would have to
conme fromrenewables. Low |oad would reduce the
per cent age upon which the 20 percent woul d be
applied to. And higher inports really largely
just displaces the gas, again. So you get
sonet hi ng back close to the basecase without
changi ng the renewabl e requirenent, per se.

From t he standpoint of transm ssion
pl anning here is the inplication that | think that
we want to be focused on, which is here we have
our current inport capability and the additiona

i mport capability that we would require in each of
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the scenarios. And you see that's quite a range.
Rangi ng froma | ow of about 6 gigawatts under the
| ow | oad scenario, and that would be a net of
about 2, in addition to what's al ready being
tal ked about in terns of those three
i nterconnections that | described earlier, up to a
hi gh of al nost 14 gigawatts. So, again, this is
an attenpt to begin to bound the range of the
ki nds of transmission additions for
i nterconnection that we shoul d begin thinking
about nowif we're going to sort of meet these
resource requirements under the types of scenarios
that we've been describing here in this
presentati on.

So that said, we have a number of
recommendati ons in areas that we hope this
Conmittee will take up in its deliberations in
t hi nki ng about transm ssion pl anni ng going
forward.

I think the first thing that I want to
stress again is that transm ssion planning is a
very long-term prospect. And at root what we need
to do is to begin to devel op a robust planning
process under which that |ong-tinme horizon that's

associated with this asset can be considered on a
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conpar abl e basis with the current planning
hori zons that are focused on nuch nore shorter
lead tinme kinds of resources. In order to have
the tradeoff we need to have a consistent tine
hori zon for all of those and be able to trade them
off in an equitable fashion

Part of the work that we did earlier was
to focus on again making sure that when you do
t hi nk about transm ssion you think about all of
transmission. And in the |ast presentation | nade
for this Commttee we tal ked about sonme of the
strategic benefits that transm ssion has already
had for the State of California, and as a rea
need to take those into consideration in an
explicit fashion as we think about the rol e that
transm ssion mght have in the future.

At root | think what we're pointing to
is the need for a statew de perspective, a
statewi de strategic and | ong-term perspective,
| ooki ng at interconnection; using it as a basis
for interaction with our regional partners;
|l ooking at it as a flow down into the current
processes that we have as an overlay, as a
tenplate, as it were, to guide sone of the

di scussions that are currently taking place. And
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a need to sort of integrate those into a
consi stent process.

Specifically we believe that there is a
role for essentially having two parts to this
process. One, a longer termstrategic process;
and the second the permitting process. Right now
we have essentially part of the last one, but not
at all anything of the first one. That was really
what we lost with restructuring was the ability to
sort of begin trading off, as a state, generation,
transm ssion and denmand side alternatives in a
consi stent fashion.

I think, you know, what drives nme at the
root of this is that, you know, this is a very
strategic asset. |If you don't take action now you
effectively forecl ose options that you may want to
t ake advantage of later on. And that's really
kind of the option value that | think we need to
start thinking about in a nore explicit fashion in
t he context of transm ssion.

And there's a lot of things that can be
done. Site banking woul d be a good exanpl e.
Corridor planning. These are very |ow cost entry
options that give you the opportunity later on to

devel op transmi ssion. But if you don't take them
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now you're going to find out the hard way |ater on
if you really want to build it in a hurry that you
can't do that.

Specifically to this two-part process
that we're advocating, we believe that there is a
real need for a long-run strategic phase of this
pl anning activity that |ooks far beyond the five-
and ten-year plans of the 10Us and the SO right
now. Looking at 25-year planning horizon
consistent with the kinds of things that we've
tal ked with you about in the scenario planning
activity.

I think it's really inportant to sort of
have a consensus built around that |ong-run vision
of the resource portfolio for the state because
it's going to help us guide into the processes
that we're going to need to devel op a consensus
around sone of the specific interconnections that
we need to start planning for and devel opi ng ri ght
now.

Part of that will require assessing
I ong-run resource potential; |ooking at the market
hubs; and sort of integrating that into our
shorter range planning for the specific

i nterconnection projects that we m ght consider

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

27

And | think it really also provides a
way and a formand a venue to build consensus with
our neighbors, will be critical to advancing these
types of plans.

On the other flip side, the permtting
process, you know, is currently focused on very
specific projects. But they should flow out of
the strategic vision. They should be sort of a
handoff into those. That process, itself, needs
to be stream ined and harnoni zed from a statew de
perspective. And also needs to have incorporated
val uati on net hodol ogi es that begin to address the
strategi ¢ and i nsurance val ue of transni ssion.

So, to sunmarize, I'll go back to some
of the things | started out with earlier
Transmission is a critical asset, a critical part
of our electricity infrastructure in the state. |
can't inmagine a resource planning activity going
forward without taking adequate consideration of
it. Current approaches that we have for doing
that are quite linmted because they're not really
wel|l geared to the long lead tinme required to
build transm ssion. And they al so haven't
hi storically considered sone of the strategic

val ues that transm ssion has brought and could

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

28
bring in the future, which need to be considered
if you're going to have a fair tradeoff of all the
alternatives.

And | think that unless we're able to
har noni ze sone of these processes we're going to
end up with where we're at today, which is a very
short-term focus, which essentially means that
none of these long-termoptions will be
considered, and will foreclose the opportunities
to have the transmi ssion that we mght require in
the future if we don't take those actions today.

Wth that, | look forward to your
comrents, and | close ny prepared remarKks.

MR, KENNEDY: How do you want to handle
guestion and answer? Just take then?

PRESI DI NG MEMBER GEESMAN:  Why don't we
just open it up to the audi ence for your comrents
or questions. And I'Il start by thanking you
again, Joe. That very, | think, astutely has
framed the issues that the state confronts. And
this is a difficult process because it's often
challenging to find consensus. But | think what
you have done is tried to lay out the different
consequences that we face if we're not able to

establish sone consensus as to what our guiding
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i ght should be going forward.

I"'ma little bit befuddl ed by how we
articulate or establish, in the process of either
regul ations or statutes, criteria that enough of
the stakehol ders buy off on to allow us to
establish long-term objectives. That's one of the
things that governnment has a hard time doing.

I think the way in which we make
decisions now intrinsically forces us into a
short-term perspective, which ends up, | think,
| eaving all of us nmuch worse off when problens
come up. Be they the 2001 bl ackouts that could
have been greatly mtigated by the devel opnment of
the Path 15 upgrade years before. O the
intellectual cul-de-sac we find ourselves in on
the Val |l ey Rai nbow project, where our traditiona
tools guide us to a five-year planning horizon for
a facility that has an estimated life, | think
conservatively, of 50 years. But if you | ook at
the primary asset as the corridor, | would wager
quite a bit longer than 50 years.

These are problenms that if the state is
goi ng to acconmodate the popul ati on growth, which
we seemto have no ability constitutional or

otherwise to forestall, these are problems we need
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to confront and need to confront now while we do
have the possibility perhaps of establishing sone
consensus.

So | woul d encourage nmenbers of the
audi ence to step up and share your thoughts with
us. And if you would identify yourself; and after
you' re done, |eave a business card, if you have
one, with the court reporter that would be
hel pful .

MR. SIMS: Robert Sims with SeaWest W nd
Power. I'mtrying to understand what your
assunptions were as far as the 32 gi gawatts of
projects that are to be retired at reaching their
50 years of useful life.

It appeared that you were proposing that
those woul d be replaced by out-of-state
generators. It would seemlike it would be very
cost effectiveness to utilize those existing sites
for state-of-the-art plants that would utilize the
fuel infrastructure, the transnission
infrastructure, the em ssions that have been
accepted in those areas. And that really
retirement of units wouldn't really seemto be
that valid. Mre of a replacenment with state-of-

the-art, perhaps even larger, facilities on the
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sane sites.

MR. ETO If | gave that inpression |
m sspoke. What we did was we nmade an assunption
that the plants, thenselves, would retire after 50
years. And then we turned and | ooked at the CEC s
own inventory of the current status of projects.
And we made an assunption that those projects that
have been approved will be built. Those that are
under review and have been announced wi |l be
built. And that those would all be built instate.

We were silent on the location of where
those would be built. Mny of them have sites
t hat have al ready been announced. And we al so
identified -- sone additional instate generation
about 6 gigawatts of generation, which for the
purposes of this exercise we didn't make an
assunption at all about where they would be built,
ot her than that they would be built instate.

So there was a real effort here to neet
a certain instate requirenment for power of about
69 gigawatts, which is about 75 percent of the
projected need for 2030. And that goes back to
kind of a historic alliance on inports for about
25 percent at peak tines.

So, that's where that conmes from And
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I"'msorry if | created the inpression that it was
retirement and building at some other |ocation
because that certainly was not the intent.

MR SIMS: It would seemlike an
i mportant part of the exercise would be to
understand the cost of additional transnission
i nfrastructure versus, you know, the siting and
| ocation of the new projects.

MR, ETO  Absolutely. | nean | think --
the point here, though, and again | think this
goes to the Comnri ssioner's early comrent, is we
need sone comon ground about what is the future
resource vision of this state. And putting these
nunbers up in very gross terns that are very easy
to debate and di scuss what the alternatives m ght
be, but do it in a consistent fashion, is a first
step toward that.

So, | think this is where you start.

You can | ook at different scenarios that have

hi gher inports and | ower inports, nore renewables,
| ess renewabl es. But until you get that sort of
common vi ew about, you know, this is the energy
picture that we're | ooking at 25 years from now,
it's very difficult to work backwards into what

does that mean in ternms of this project, that
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project, or the other project.

And | think the problemright nowis
we're starting with this project, that project,
the other project, and we don't have a real basis
for where does that fit in the larger portfolio.
And that's why there's differences of opinion
about where that could go, or how far that could
go.

| think Conm ssioner Boyd's comment
about energy efficiency is right on target. How
does that fit in there. So we put in this |ow
| oad scenario. |If you can think of a scenario
where efficiency could elimnate, you can put that
in there. You have a basis for trading these
things off in a consistent fashion, and running
t he nunbers and seeing what the direct inplication
m ght be for inports, for instate resources, for
i nstate renewabl es, et cetera.

But without that, it's just, you know,

everybody, well, | think we can do it all with
renewables, | think we can do it all with
di stributed generation, | think we can do it al

with instate. W can't do those things. But you
just sort of have a -- we have to start fromthe

same set of assunptions and work | ogically through
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the nunbers. And | submit you don't need |ots of
production cost nodels to do some of these basic
cal cul ati ons.

MR, KORI NEK: Dave Korinek, San Di ego
Gas and Electric. W appreciate the information
that the Commi ssion has provided and the nunbers
that have been teed up for discussion. It
provi des a good framework to continue fromthis
poi nt .

One number |'d Iike to coment on is the
report's 800 negawatt figure for increasing the
Mexico to California transm ssion capacity.

That's a doubling of the capacity according to the
report. And the correct capacity today is 800
megawatts. It's owned and operated by SDGE

I just wanted to clarify that on page 26
there's a reference to projects that have been
di scussed in the past, or are currently being
di scussed. And there is currently no discussion
about increasing the Mexico to California
i nterconnection capacity. There was discussion in
the 2002 tinmeframe; a nunber of applications from
mer chants that had requested SDGEE to | ook into
expansion of that capability. Those have all been

withdrawn. And so at the current tine that
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capacity increase is not under discussion.

| just also wanted to point out that the
various interconnection additions that the report
points out would be needed in the long-termtimng
hori zon, 6000 negawatts to some 13,000 negawatts,
if I recall the report, those not only require
construction of facilities across the state
boundaries to adjacent states or the Republic of
Mexi co, but also significant infrastructure
additions within the State of California in order
to make that energy available to the consumers of
the state

MR. ETO  Thanks, Dave.

PRESI DI NG MEMBER GEESMAN:  Poi nts wel
t aken.

MR. ETO Other coments? Maybe just in
slight bit of defense there, we did this exercise
i n Novenber and sone of these discussions were
still active. But | think again this provides a
framework. Where would we build those
i nterconnections. Wy would we build them How
much m ght we build. Here we have a basis for
saying this is what we m ght end up needi ng, and
it can provide a framework for thinking about sone

of those discussions and strategically how we
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m ght want to proceed with them

PRESI DI NG MEMBER GEESMAN: | woul d al so
add that one of the things that we hoped to get
into in the 2005 I ntegrated Energy Policy Report,
whi ch both Comm ssi oner Boyd and | are responsible
for developing, is a closer integration of our
electricity planning between the southern portion
of California and the northern portion of Baja.
And it's at | east possible that that closer
i ntegration could result in sone of those better
i nt erconnection proposals being reactivated. Go
ahead.

MR ETO Sir.

DR. GALPERIN: M nane is Mark Gal perin.
In your review of the situation | didn't see your
eval uation of |ength, average length of these
transm ssion |ines, which tentatively would be
over 8 gigawatt total capacity. And | think that
as these lines ought to be inporting lines, it's
lines of over 100 miles length. | would certainly
appreciate if you have these nunmbers to announce.
Average | ength of these |ines.

And then if ny understanding or
expectation is correct, then we should deal again

with the problemof long transmission lines. This

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

37
problemis a tough issue in Brazil. Probably
peopl e know that they transmt power frompretty
| ong di stance from hydro resources to urban areas
for hundreds of mles. And you'll find the same
rate of power conpensation problens with |ong-
range transm ssion.

So, this is question number one. If you
want me, | say nunber two, three, or | could wait

for your answer first.

MR, ETO Al right. | think one thing
that you'll note about the report is there are no
dollar signs init. It's all gigawatts,

megawatts. This is a scoping activity. This is a
very, you know, this is scenario analysis. This
is by no neans a cost/benefit analysis. And it's
not a policy preference. Really it's an effort to
try to bound the kind of resource requirenments
that our state might need at a given point in the
future, based on likely extrapol ati ons of sone
current trends.

I think obviously going further and
justifying specific projects would require you to
do the detail ed analysis and the tradeoffs,
whet her it be new corridors, existing corridors,

repowering of current units. There's a |ot of
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ways in which this could happen.

But the point is to try to begin
t hi nki ng about what the resource portfolio m ght
be in 2030. And thinking about, you know, what
ki nds of actions might we want to take now in
order to nmake that future even a possibility.

I would subnmit that if we don't take
some actions now many of these options wll be
foreclosed for us, and we will mniss incredible
opportunities. And that's really the perspective
that | was offering.

DR. GALPERIN: But, of course, the
amounts of necessary funding, efforts are
tremendously depend where those average lines is
ten mles or 100 nmiles. 1Is ten times nmore. Five
hundred mles. |It's proportional to the average
l ength of line you would need to build.

And considering that, if we're talking
about long lines, then we should deal with the
i ssue of right-of-way. And this is kind of
process including all public hearings and
| egi slators hearings and so forth. And we need to
| ook at sonme other technol ogi es which would all ow
us to sonehow decrease demand for additiona

ri ght-of-way, and such technol ogies are in place.
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And | think that it's a good point to
bring attention to these technol ogies and to | ook
at the experience of, again | need to say Brazil
which built another like 7 to 10 gigawatts during
several years, and what technol ogy has been used
t here.

And it's also the nunber three issue is
probably which you address, and this is nostly to
the legislators, that it was al nbst inpossible to
build new |ines here without any investnent
incentives for transm ssion |ine developers. And
this is kind of obstacle which shall be overcone
nearest future if we wouldn't have a huge probl em
in very short tinme from now.

MR, ETO Okay. | have just two
comments. In terms of the types of |engths, you
know, in the context of this report we were
thinking primarily -- some strategic narket hubs.
So the lengths are going to be on the order of a
couple hundred niles. That's realistically what
we're tal king about in nost of this.

I think the other question that you
raise really goes back to this point of why we are
trying to do this type of scenario planning, which

is totry to seek some consensus about a vision
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for the future that can flow down into very
specific pernmitting siting/planning processes.

And that's why we've chosen a period far beyond
what we're currently looking at in this state, and
trying to think about that as kind of a tenplate,
as a framework under which we could think about
the very specific projects. And where all these
very difficult issues that you identified would
absol utely need to be discussed and traded off.

O her coments?

MR. FLYNN: Yes, Joe. I'mBarry Flynn
fromFlynn RCI. | first want to conplinent you on
taking this big step in ternms of |ooking out and
just sort of postulating some various futures. |
think you do gain sone insight.

But a couple things that | wanted to try
to add to that. Nunmber one, | would sort of back
up what David Korinek said in terns of if you're
really tal ki ng about transm ssion and the
transm ssion needs of California, you need to talk
about nore than just the inports.

And | think in some of the scenarios you
devel op you would find dranmatic differences in
terms of the anpbunt of transm ssion that you need

to build within the state. And that's not taking
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anyt hing away fromthe focus of this, which is a
good thing. But it sort of leads me to ask a
question, in terms of just sitting here today,
where do you think the nost benefit would come in
terms of taking the next step forward in terms of
the work you have done so far

It seens |like one thing that appears to
me is you could try to get closer to the
prediction part of this, which you clearly have
clainmed is not being predicted via the scenari os.
That woul d be one effort in terms of some kind of
gross nodeling and trying to understand the
i keli hood of these scenari os.

It seens like the other way is to expand
upon them and for each of the scenarios try to lay
out on a gross basis how rmuch additiona
transm ssion is needed within the State of
California | ooking out 30 years to deliver the
power to the | oad under the gross scenarios that
you' ve devel oped.

So I'd like to see you comment on that
interms of, you know, your feelings today as to
where the next step m ght be.

The other thing that | think you

mentioned in your report or in your presentation
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is sone concepts of right-of-way maxim zation and
| and banking, or right-of-way banking. 1'd |ike
to bring out any ideas that you have right now |
know it's, you know maybe you haven't done
substantial work, but | do see a nmajor problemis
this timng issue with regard to transm ssion
being so long in its gestation period, as opposed
to other things that can be done nuch nore
rapidly.

And | personally think that the way we
go about planning transm ssion needs to be
reeval uated fromthe standpoint of not thinking
that today you either decide to build something,
and therefore it's a $300 mllion conmitnent.
But, you know, maybe it's a $2 million conmm t ment
in terms of doing some of the earlier parts of the
permtting process to nmake that a viable option
and bring the lead time closer to what the other
lead times are for other alternatives.

Thank you.

MR. ETO | really appreciate those
comrents, and | think that they are well taken
We didn't speak to transm ssion infrastructure
requirenents within the state. Again, this was a

very gross |evel analysis about sort of a broad
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resource portfolio type of managenent planning
exerci se.

But clearly the renewabl e requirenent,
you know, right off the bat is going to bring up
lots of the instate transm ssion requirenents.

But again that wasn't the focus. And it's not to
denigrate its significance or its inportance.
Sinply wasn't really the focus of what we were
trying to do at this gross |level of portfolio
managenent .

But in terns of next steps | think your
coments are very well taken. And | can tell you
what we're doing specific for the Conm ssion,
which is to begin trying to apply sone of these
val uati on net hodol ogi es that we advocated in the
fall to some of the specific projects in
California.

I hope the Commi ssion will take you up
on sone of the areas that you've identified. And
that, | guess, is the purpose of this workshop, to
provide direction on sone of the strategic areas
the Comm ssion mght explore in this | EPR process.

In particular | think this question of
site banking/corridor planning is absolutely an

appropriate activity at this tinme. Wether or not
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you plan to build transm ssion, it gives you an --
this is an excellent exanple of the type of option
that the state should be trying to explore nowto
be in a position at sone point to think about
transmission. And if you don't take those steps
now you' re effectively precluding yourself from
having that option later on. | think it allows
much nore of an opportunity to build consensus
around corridors, to do the kinds of advance
pl anni ng that would be appropriate. To just put
yourself -- line your ducks up so that it's
possi bl e.

And if you don't exercise the option,
and it's been a very low cost, | think that's a
very worthwhile investnment. Because if you do
need it and you can't get, then you' ve |lost an
i ncredi bl e opportunity.

And | believe this will be the subject
of the next workshop, is that correct, Don? Thank
you. Yeah.

O her comments or questions? All right.
Thank you for your attention. Let ne turn it over
to Judy for the next phase.

MS. GRAU. Good nmorning. M nane is

Judy Grau with the CEC Staff. W'd like to kick
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of f the roundtabl e di scussion of the devel opnent
of a long-termvision for the state's transm ssion
systemwith a brief presentation on sonme of the
drivers that staff believes should be considered
in the process we plan to pursue.

Okay, we have five things we want to
talk about briefly. A little purpose and
background. Conmi ssi oner CGeesman gave sone
background. I'Il just expound on that a little.

Tal k about how we're going to approach
this process. An overview of potential drivers
that you may want to consider. The roundtable
di scussi on questions, which are also in the
agenda. And sonme next steps.

And so first of all, our purpose this
norni ng, as noted in our workshop notice, is to
begi n col | aborating on the devel opnent of a |ong-
termvision for the state's transm ssion system
By way of background there are several steps that
t he Energy Commi ssion has taken to bring us to
this point, where we believe it's inportant to
expand the focus fromresponding to short-term
needs to planning for long-termneeds. And we're
going to start with sone of the short-term steps.

Begi nning in early 2003 the Energy
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Conmi ssion, the Public Uilities Com ssion, and
the California Power Authority collaborated on the
devel opnent of a state energy action plan. The
pl an identified six sets of actions of critica
i mportance that need to be undertaken now. One
set involves actions to upgrade and expand the
transm ssion infrastructure and reduce the tine
before needed facilities are brought online.

One of these actions is for the agencies
to collaborate in the integrated energy planning
process to determ ne the statew de need for
particul ar bul k transm ssion projects. This
wor kshop is a part of that effort.

Anot her action is for the CPUC to open a
rul emaki ng into changes to its certificate of
publi c conveni ence and necessity process. You're
going to hear nore about that from Kerry Hattevik
of the CPUC right after |unch

Anot her action is for the Energy
Commi ssion to work with nunicipal utilities to
hel p i nsure conpl eti on of expansion projects in
their systens for which the coll aborative
transm ssi on assessment process finds a need.

I n August of 2003 staff prepared a white

paper on transm ssion system upgrades, issues and
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actions. The white paper identified critica
system needs, projects of imrediate concern, and
recommendati ons for specific short-range actions
to be taken during the 2004 | EPR update and future
| EPR cycl es.

The white paper served as input to the
2003 electricity and natural gas assessnent report
publ i shed in Cctober 2003. It carried forward the
maj or calls for action echoed in the white paper

Finally, the 2003 electricity and
nat ural gas assessnment report served as input to
the 2003 Integrated Energy Policy Report, which
was adopted in Decenmber 2003. The policy report
distilled the major thenes found in the 2003 white
paper and the electricity and natural gas
assessment report into two mmjor categories,
pl anni ng and permitting.

And just for your information all of
these docunents are avail able on the Energy
Conmi ssion's website at www. energy. ca. gov.

VWi le all of these docunments descri be,
to an extent, the value of |ong-term planning and
the i nmportance of incorporating state objectives
into planni ng decision, today's workshop is the

first formal event to | ook beyond the short-term
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probl ems and focus on what the transm ssion grid
of the future could ook I|ike.

As you've already heard from Joe Eto, we
contracted with CERTS to get the ball rolling on
addressing long-termtransm ssion planni ng needs
by looking at California's potential needs in the
year 2030. The study and the comrents we received
provide a foundation for the discussion we are
about to undert ake.

We're going to begin the process of
devel oping a vision today with a roundtable
di scussion right after my presentation. W |oo0k
forward to receiving verbal input today, as wel
as witten comments after the workshop. W would
like all comrents back by April 20th. W plan to
post all of the coments received on our |EPR
updat e website

W will then conpile all the comments we
recei ve and develop a draft vision statenent for
di scussion at the next transmi ssion-related 2004
| EPR updat e wor kshop which has been set for
Monday, May 10th. Staff will then make
recomendations to the Comittee based on verba
and witten comrents received at and after today's

wor kshop and the May 10t h workshop. These
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recomendations will be included in staff's draft
2004 transm ssion white paper which is tentatively
schedul ed for release in late July.

The staff white paper will then be the
subj ect of a Cormittee workshop or hearing in
early to md-August and then a Comrittee draft
version will be released in m d-Septemnber.

We' ve grouped the types of drivers into
five categories. This list is not intended to be
all inclusive, but is intended to provide a
starting point for today's discussion

First, there's a need to consider
| egi slatively mandated progranms and their inpact
on the transm ssion system The renewabl e
portfolio standard program the RPS, is expected
to have a significant inpact on the location and
size of future transm ssion interconnections. And
we heard about that from Joe Eto's presentation.

Anot her state nandate is the procurenent
of resources through the CPUC process. At the
federal level is the Federal Energy Regul atory
Commi ssion's response to the California
| ndependent System Operator's proposed narket
r edesi gn.

Second is the need to consider state
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preferences. As noted in attachnent C to the
wor kshop notice, the Legislature made two findings
in Senate Bill 2431 of 1988. The first finding
they made is that a reliable, efficient and
flexible bulk transm ssion systemis vital to the
future econonic and social well being of
California.

The second finding established a
preference hi erarchy when upgrades are necessary.
The first preference is to encourage the use of
exi sting rights-of-way by updating existing
facilities where technically and econonically
feasible. W heard about that from sone of the
speakers, the inmportance of |ooking at existing
ri ght - of -way.

The second preference is for
construction of new lines in existing rights-of-
way where technically and econonmically feasible.

The third preference is for the creation
of new rights-of-way. 1In all instances the goa
is to insure that single purpose lines be avoided
by seeki ng agreenent anong all interested parties
in the efficient use of new capacity.

Anot her state preference is to inprove

the environmental performance of the system The
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Ener gy Conmi ssion prepares an environnent al
performance report on a biennial basis in odd
years. The last report prepared in 2003 focused
on the environnental performance of the system
since deregulation in 1996. The goal was to
establish a baseline fromwhich trends in
envi ronnent al performance can be nonitored and
assessed.

Strategic goals and opportunities could
i nclude such itens as planning for |ow probability
but hi gh inmpact events; taking advantage of
technol ogi cal inprovenents in transm ssion
enhanci ng system security; and meking strategic
i nterconnections to other states for both
reliability and econoni c purposes. Achieving a
| east-cost electricity systemcould be facilitated
by accessing | ower cost resources, both intra- and
interstate, and by using transm ssion to reduce
the need for and cost of reliability nust-run
units in local areas.

The wor kshop notice and agenda cont ai ned
the followi ng questions: Wat additional drivers
need to be considered in developing a |long-term
transm ssion vision. Wat do you see as the

vision for California's transm ssion system \hat
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steps need to be taken in this 2004 | EPR update.
And what steps need to be taken in the 2005 | EPR
proceedi ng.

In addition to these questions we would
also like to ask respondents to consider two nore
gquestions: How would you prioritize or rank the
drivers, especially conpeting drivers. And how
woul d you incorporate this prioritization into a
vi si on statement.

And so the next steps are we're going to
proceed to the roundtable discussion. Again
written comments are due back on April 20th. And
we will conpile the comrents and develop a draft
vi sion statement for our next transm ssion-rel ated
wor kshop on May 10t h.

If you are not already a nmenmber of the
list server, the website address is given there.

If you go to that page and open it, scroll down to
on the bottomleft of the page you can put in your
emai | address and you will receive all future
notices of all 2004 |EPR update work.

Al so we have a sign-up sheet in the back
and if you would prefer regular nmail, you can
check that box to also get on the |ist.

So what we're going to do right nowis
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take a short break. W need to finish setting up
the room for the roundtable discussion. And to
that end we're going to place name-tags out around
-- we have like 18 -- 18 people who would like to
join the roundtable. And so what we're going to
do, starting in the order you are on the agenda,
the first person is Gary. Gary will be over by
the court reporter and you're going to sw ng your
way around and we'll seat you all kind of in that
order.

So what we're going to do is take a
five-m nute break and have everybody back at
10:45. And if people in the roundtable can find
your spots, we'll get started. |If there's anybody
el se who would like to join the roundtabl e please
see ne and we'll try and get you seated, okay?
Thank you.

(Brief recess.)

MR, ETO Let's get started. So we have
a very large roundtable group and I'm delighted to
see that. It will be very stinulating of the
di scussions that we're hoping to have in this next
sessi on.

What |'d like to do is re-read the

guestions that we're hoping that you can all speak
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to on the first go-round. And then | want to try
to outline some groundrul es so that we can get
through this in an order process.

So the process that | envisioned here
will be to give each speaker really just a couple
of minutes, one or two minutes. |If | see you
going on I"'mgoing to start making noi ses and
don't think I can turn off your mcrophones from
up here, but we really are interested in a very
very high level sort of headline responses to the
key questions that the Committee is |ooking for
i nput on.

We'll go all the way around the table
one time. | will then ask the Conmi ssioners and
their Advisers if they have specific questions for
the panel. And then we will open it up for nore
of a general discussion. So that's the process
that we'll follow

So the questions that we've been asked
to speak to in this first session are what are the
drivers that need to be considered in devel opi ng
the state's long-termtransm ssion vision. And
what do you see a the vision for California's
transm ssi on system

And then | ooking nore specifically to
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what's in front of us, what steps need to be taken
in this 2004 | EPR update. And what steps need to
be taken in the 2005 | EPR proceedi ng.

To that Judy added a couple which are:
What are your priorities for this process. And
how do you see them feeding into these two
processes goi ng forward.

So pl ease be very specific in the kind
of direction you'd like to offer the Commttee and
to your fellow coll eagues here about the
priorities and how t hey should be inplenmented
goi ng forward.

So I"mjust going to go down the |ist
now, starting fromthe top. W'Ill ask Gary
DeShazo fromthe California Independent System
Operator to speak first.

MR. DeSHAZO  Good norni ng, and
appreciate the opportunity to be here this
nor ni ng.

In terns of the questions of the drivers
| guess as | see themis that there's issues
related to resource procurenent; there's issues
related to renewables. The 1SO, | think, has said
a nunmber of times that we have concerns about the

| oad forecasting. Wile we think that the process
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that is in place is sufficient, it cones under
consi derable fire whenever we get to a CPCN
process. And | think we've seen that there have
been other tinmes when that's been overturned. |
think we need to deal with that.

Qobvi ously the generation plans, in
listening to the presentation this norning, and
tal ki ng about the harnmony between generation and
transm ssion planning, | guess the first thing
that came to mind was the circle of life, which
was sonet hing that cane out of the Lion King novie
that there are times when it seems that over, you
know, 20 years ago the kind of transm ssion
pl anni ng and generation planning and relationship
that we had there wasn't all that good. It got
worse. It seems to be getting better. But I
sometines wonder if we're not going back to the
sanme place that we were before. But nonethel ess,

I think that's an inportant itemthat needs to be
addr essed.

The vision for California' s transm ssion
system in ny mnd, is about subregional planning.
| think that this is key, is sonething that we
have to do. California is something, | think, as

a state cannot do things on its own. It has to
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| ook outward to its neighbors. And its neighbors
have very strong ideas about things that they want
to do. And so we need to manage that process.

In terns of what needs to be taken or
what steps need to be taken this year in your
process and next year, the thing that | would say
is we need to follow through. The process that
you have and the report that's been witten I
find, while to ne it's not necessarily new stuff,
but maybe the timng is right that it's good that
it cone back. Because of the situation that we're
in we need to be doing these things.

And so the 1SOis very much interested
and it's very willing to participate in the
process to see that you can follow through with
t hat .

In terms of the priorities, | guess |I'd
just go back, we've got the deal with the resource
part. That needs to be taken care of. W're kind
of in a bad spot right now And without that we
really can't deal with transm ssion infrastructure
t hat goes behind that. Although the 1SO and
believe the PTOs, will do that anyway. But we
need to deal with that part.

I think that behind that we would |ike
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to see some work done on the |oad forecasting part
of it. It's a very key itemin terms of planning,
and certainly within California. And we'd like to
see sone closure on that.

Thank you.

MR. ETO And now we'll hear from Kevin
Dasso. Thanks, Gary. Next we'll hear from Kevin
Dasso, PG&E.

MR, DASSO  Good norning, everyone. |
had a handout actually at the outside. It had one
slide on it and | was going to use that for
guiding my comments. W don't have to have it up
there, but in any event, three key things that |
wanted to cover in terns of drivers.

The first is a clear energy resource
pl anning and policy goals. That's been touched on
a nunber of tinmes here in terms of the
rel ati onshi p between transm ssion and resource
pl anning. To the extent that we have those it
clarifies the way in which we consider
transm ssi on.

The second is predictable market rules
and cost recovery regine. W don't necessarily
have to have -- doesn't have to be a strictly

i ntegrated nodel or nerchant nodel or whatever,
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they just need to be predictable and clear. Just
t hi nki ng about the -- [ ooking at the fol ks around
the table here and others in the room that if we
have those kinds of predictable elements we will
figure out ways to address the issue. W just
need to know what the rules are.

And then the third point is that -- Gary
touched on it, it's been touched on as well, and
that is that regional coordination and planning.
California may have very clear goals in terns of
what it wants to acconplish; however, we are not
an island. And to the extent that we're inporting
resources from other areas, other areas are
exporting resources, and there needs to be a
handshake and an agreenment on that.

In terms of the -- | didn't do this on
purpose, but in terms of the ranking and priority,
I would put themin this order in ternms of the
issues that | think drive it.

Qur vision for transmission is really
that transmi ssion needs to be part of the
solution. It's not the solution. It needs to be
part of the overall process. And we can't |ose
sight of all of the elenments and focus only on

transm ssi on or resources or others.
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In terns of what should be considered in
the 2004 and 2005 | EPR, | think the Conmi ssion has
done an excellent job of raising the issues, and
comrend the Comm ssion on doing that. | think the
debate and the di scussion on transm ssion have
advanced dramatically as a result of this
Commi ssion raising these issues. So | applaud the
Commi ssion for doing that. And recommend t hat
they continue to push the envel ope. Continue to
rai se people's awareness and identify these
i ssues.

And then also, again, including the role
of transmission in its scenarios. | nean, again,
each of these scenarios that are being tal ked
about, or it's, you know, it's planned, how does
transm ssion play a role and how can it influence
t he outcone.

So, with that, thank you.

MR, ETO  Thank you, Kevin. Next we'l
hear from Patricia Arons from Southern California
Edi son.

MS. ARONS: Just a word briefly about ny
name change. | got married in Decenber, so you
may remenber ne as Mayfield.

(Appl ause.)
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MS. ARONS: And | decided to do the old
fashi oned thing which was not hyphenate ny nane,
but rather just convert over. |'ve never been at
the begi nning of the al phabet and it's really
qui te nice.

(Laughter.)

M5. ARONS: | want to talk for a nonent
about the vision without getting into the details
of the vision. | think that it's going to be very
i mportant for the Comm ssion to think about a
vision that's driven by principle and not by
prescription. | think if it is too prescriptive,
ala, we have to build a D-PV2,or we have to do a
Tehachapi project, it becomes a very short-lived
Vi si on.

Changi ng conditions, new facts, new
perspectives can nmake a prescriptive vision a very
short-lived vision. But one that's driven by
principle in terns of the how we're going to do
the transni ssion devel opnent, why it's the right
thing to do is going to be a very long-1lived
vi si on.

Wth that said, | think you need to
focus on neeting long-termneeds. As Gary has

said, |load growth, generation, interconnections,
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reliability will be major drivers. But we also
need to make sure that we are humble in the sense
that we reflect that our decisions are societa
choices, they're societal preferences. As a power
engi neer what we say is not necessarily the
ultimate in terms of what has to be done, the
choice to build and where to build and how and
when is often a societal choice. And we need to
acknow edge it that way.

We also need to think in terms of the
sust ai nabl e energy future for California. The
Ener gy Conmmi ssion has done a lot of work in that
regard. And I think we need to go back to those
as foundational principles for a vision.

I think we need to do proactive siting
in order to deal with the "not in ny backyard”
phi |l osophy that many people have when it cones to
buil ding transmission. And | think we also need
to | ook at technol ogy options that are ways of
expandi ng the existing capability, and be able to
deal with growth. A lot of novenent out there in
the world and in California is a no-growth
phi | osophy, and we all know we can't deal with
that. That's just not workable. W have to dea

with the growth that's out there. And technol ogy
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gives us a way of dealing with that perhaps
wi t hout buil ding new transm ssion.

We al so need to consider what is unique
about California. Wy is this transm ssion
gquestion different in California than it is in the
rest of the nation. WeIlIl, one of the things, the
hi story of the Energy Comm ssion has been
conmuni ty outreach and support in dealing with
energy questions. W need to, in our thinking,
clarify what our roles and responsibilities are
for state agencies, |ocal agencies, county
agencies. Wat do we expect of themin terns of
their role and responsibility on energy in the
future. And then transm ssion plays a role in
t hat .

What is our view of the environmenta
stewardship in California. Wat is our view on
how we're going to deal with I and use inplications
of transm ssion. These are all questions that
have to be dealt with as you think about buil ding
a vision.

Of course, as Gary nmentioned, you have
to recogni ze your market, your regulatory
framework. But it's inportant to think about, |

think. Transmission is a foundation for that
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market. It is not the market. It is the
i nfrastructure over which the market takes place.

And in ny view, as a transm ssion
pl anner, the nore robust and flexible a
transm ssion infrastructure you have the nore
mar ket variations you can deal with w thout
creating congestion problens.

I think getting toward a good robust
vision, statewide vision, is going to require us
to enpl oy cooperative planning nethods. And
think a good definition of rules and
responsibilities for the utilities, the 1SO the
CEC, the PUC, the various jurisdictions, and even
the owners and users of transm ssion is going to
be very inportant.

Lunpy transm ssion. You've heard that
term VWhat is lunp transmssion is an awfully big
i nvestment that brings a very |large capacity
expansion. That is a major undertaking, both in
terms of construction and time and everybody t hat
goes into making that happen

So we need to develop a way of
| everagi ng our existing assets. And that can be
upgrade, rebuild, reconductor, but also enploy new

technol ogy, as | said earlier
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W al so need to be mindful, finally, of
not building in new vulnerabilities. The reality
of a transmission grid and the reality of
i nterconnections with other utilities, with other
states, with other regions is that it is a very
conplex system It is prone to failure. It wll
fail in a very big way fromtine to time. W hope
that fromtine totinme is a very long |length of
time. But it is areality that we deal with as
power engi neers.

I think that we should answer the
qgquestions of how the grid should be devel oped and
why this nakes sense. And | think through that
you can then begin to focus on what your vision
shoul d be as an enduring vision. It will be a
very powerful vision. And it will be one that
i nvol ves a | ot of stakehol ders.

MR, ETO  Thank you, Pat. Let's hear
from Dave Korinek from San Di ego Gas and El ectric.

MR. KORINEK: Thank you, good norning,
Conmi ssi oner Geesman, Conmi ssioner Boyd. My
seni or vice president, JimAvery, for electric
transm ssion was very excited about today's
wor kshop and the proceeding in general. And has

written a letter to you highlighting many of these
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issues. And | will present that letter to you
later this norning.

| just wanted to quote fromthe end of
his letter. In addressing these issues he points
out that in order to protect our state's future
the integrated energy policy nust resolve these
transm ssi on expansion issues to insure excess to
the opti mum mi x of |ong-range energy resources for
California including econonmic energy inports from
out side the state.

This will require licensing and
construction of hundreds of niles of new, high-
capacity transm ssion corridors in California over
the next 10 to 20 years. To support such
expansion it is essential that the state's energy
policy include a process to designate
appropriately sited utility planning corridors
across state-owned | ands such as the Anza- Borrego
Desert State Park.

We have been | ooking at a new 500 kV
expansion from San Diego to the Inperial Valley
which is part of the 1SO s vision for a sout hwest
transm ssi on expansion plan. Qur studies of
possi bl e routes indicate that there are no new

corridors avail abl e between Inperial Valley and
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SD&E that do not cross either state-owned | ands,
federal |ands, or Indian |Iands.

And so the concept of a utility planning
corridor is especially inportant. And we would
hope this proceeding can incorporate that into the
policy, the vision for what the state can do to

al l ocate appropri ate space across state-owned

| ands.

And in that regard | was very encouraged
to see in the report the concept of a siting -- or
site banking proposal. W're very pleased to see

that included. And we believe that the Anza-
Borrego Desert State Park needs to be an inportant
conponent of that site banking effort.

Those are ny coments.

MR. ETO  Thank you, Dave. Next we'|l
hear from Morteza Sabet from Western Area Power
Admi ni stration.

MR. SABET: Good norning, thank you. As
a federal agency we kind of are playing a unique
role in this discussion, but nevertheless, |I'd
like to offer a couple of observations.

Since the early 1992 with the unbundling
fragnentation of planning | think we have over-

dosed on pl anning, but we have yet to develop a
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pl an, |l ong-range plan. So on that note | appl aud
t he Conmi ssion for taking basically the issue.

In addition, transm ssion planning, or
any kind of planning, for by its nature is a |ong-
term and conti nuous process. W have had a
fragment of process.

In California, you know, there are
several electrical islands. [I'Il be tal king about
Sacranento | ater on today. And there are certain
facts known very clearly, that |local generation is
the nost effective way of dealing with the demand.
But you have a very limted operating area to work
with.

And | think the Energy Commission is in
a very unique situation to perhaps, having had the
privilege of working for the Conmmission inits
early days, perhaps to set a ceiling for which one
of the existing sites could be operated for new
generation to cone in, and to attract devel opers.
And al so put the responsibility back where it
bel ongs, on transm ssion. Because we used to do
the stuff that Joe articulated in his opening.

The utilities used to do that very good. W used
to acquire right-of-way in advance; we used to

plan right-of-way in advance and had that
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continuity. But right now there is no incentive
for utilities, kind of echoing the previous
speakers, no incentives to do that. You need to
i ncent them

And al so the major elenent is the
relationship with the | andowners and the
st akehol ders at large. The utilities used to have
that relationship and cherished it. You cannot do
that on a casual basis whenever you need and have
a discontinued effort along that line. You need
to have a continuous effort and responsibility
shoul d be where it bel ongs.

Thank you.

MR, ETO  Thank you, Morteza. Next
we'll hear from Mark Ward fromthe LADWP

MR. WARD: Thank you. | know this wll
probably come as a shock to the 1SO but we agree
with the 1SOto the extent that transni ssion
doesn't stand on its own. And we're happy to hear
that the Commission is |ooking at a nore
i ntegrated process as far as generator siting,
al ong with transm ssion.

In addition to that | think we need to
al so I ook at what type of reliability standards

we're going to ultimtely end up with. And once
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transmission, if we're going to build
transm ssion, how can we dedicate those facilities
to some of the generation projects.

You asked what sone of our priorities
would be. Froma utility perspective | think that
we are |ooking at how can we establish predictable
costs on an ongoi ng basis. How can we preserve
our ability to serve the |oads that we've said
that we're going to serve. And in order to serve
t hose | oads can we dedicate our facilities to
serving those types of | oads.

Not to exclude coll aboration in the
projects, not to exclude joint projects because
all of those things have worked for the utilities
in the past.

So, | think that, fromthere that gives
a pretty good idea of what our priorities would
be. Thank you.

MR, ETO  Thank you. Next we'll hear
from James Feider fromthe Transm ssion Agency of
Northern California.

MR FEIDER: Good norni ng,

Conmmi ssioners. M nane is JimFeider. |'mhere
on behalf of the Transm ssion Agency of Northern

California that has 15 municipal utility nenbers.
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I'"'malso a director of the Redding Electric
Uility. So | cone at this froma perspective of
a so-called | oad-serving entity.

Some of the nore inportant issues that
we see in this context of where do we go with
transmi ssion policy starts with resource adequacy;
the fact that we need to plan 20 to 30 years in
the future and not a three- to five-year planning
hori zon. And when we | ook towards transni ssion
bei ng part of that portfolio we |ook for certainty
and durability.

W' re concerned about the I|evel of
dependence that this state has grown to have on
natural gas, and we see a strategic issue as what
is the future role of natural gas, and what can
this Comm ssion do by way of accel erating gas
devel opnent infrastructure, especially LNG
facilities.

We | ook at the transni ssion perspective
froma regional perspective, as well. W think
that the transm ssion planning in the western
United States ought to have a comon approach
t hroughout the entire west through the Western
El ectricity Coordinating Council

We're concerned about the current market
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structure that we see where the California SO is
faced with the unenvi able task of allocating a
scarce resource called transm ssion. W believe
that the SO going forward with its |ocationa
mar gi nal pricing approach is a disincentive to
transm ssion. And we think that the policynakers
in this state should take a hard | ook at putting
the brakes on that novenent.

We woul d observe that these thenes are
comon t hroughout the country today, where states
like Wsconsin and in the south are pushing back
on regional transm ssion organizations and this
type of pricing schenme for transmn ssion

We are concerned with the permtting
process that we see for the investor-owned
utilities. W'd like to see a nore streanlined
approach so that projects |ike Path 15 can get
built sooner rather than |later

W would like to see an aggressive
approach on known problens that exist in various
parts of the State of California today.

One of the things that you m ght want to
consider in the next steps of this proceeding is
to inventory possible vacant right-of-way. | can

recall in a former life where we actually had to
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cross a vacant right-of-way that PG&E had acquired
in the Livernmore/Tracy area. And | think a hard
| ook at that, revitalizing that strategy woul d be
wor t hwhi | e.

I think that this Comm ssion, through
its participation in WECC, as well as other
western w de outreach agencies, should talk to
your counterparts in other parts of the west to
see what might be the best priority and strategic
approach

In terns of the priorities, |'ve
outlined nmost of them | would al nost put them on
an equal basis. The need for resource adequacy to
settle where we're at and where we're going. The
need to settle on a market design that has
certainty and durability. To find where we're
going with gas, particularly with LNG facilities
in the west, on the west coast. And then lastly,
the streamlined permtting process.

Thank you.

MR. ETO Thank you. Next we have Jane
Turnbul | and Jane Bergen fromthe League of Wnen
Vot ers.

MS. TURNBULL: |'m Jane Turnbull, and

very pleased to be here. Once again, we would
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like to cormend the Energy Conmm ssion for the work
that's being done in ternms of integrated policy
devel opnent. Integrated policy thinking is really
the way to go. Transm ssion is part of the
i ntegration of the whole.

One of our concerns, however, is the
bal kani zati on of energy in the state. And | raise
that today because |'mjust com ng back from
northern California where | participated in a
renewabl es wor kshop over the weekend in Siskiyou
County. And in preparation for that workshop |
took a map off the CEC honepage or nap page that
shows the jurisdiction of the SO  And that
jurisdiction is in yellow, and the part of the
state that is not included under the ISO s
jurisdiction is in black. And that black
jurisdiction is really quite considerable.

The League did have sone questions early
on in terns of where the SO fit into things
because we really are concerned about good
governance and transparency. But it |ooks as
though a lot of the initial problems with regard
to the |1 SO have been alleviated. And the work
that has been done by the 1SO of late in terms of

| ooki ng at the existing transm ssion concerns and
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pl anning for the future really seens to be
extraordi nary.

We also |ike their approach in terms of
| ooking at how California fits into the overal
west. And while we're certainly not taking a
position on RTOs one way or another, there
certainly does need to be sone kind of |ong-term
pl anning. So we do support regional planning;, we
support subregional planning; we support
integrated planning. And we would |like the state
to take a better | ook at the bal kani zati on of the
energy organi zation of the state.

MR, ETO Thank you, Jane. On the list
we have next Andrew Bozeman from the Sout heast --

MS. BERGEN: Excuse nme, |'d like to say
a few words.

MR ETO [|I'msorry, Jane, excuse ne.

MS. BERGEN: |'mthe other Jane fromthe
League of Wonmen Voters of California. And | want
to reiterate what Jane Turnbull has just said
about integrated planning. |1'mparticularly
delighted to hear so many people this norning on
the panel talk about the fact that transmission is
a vital element in the planning process, but it's

not the only element.
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And | wanted to extend that to the whole
i ssue of energy, if I will, even though we're in
these hall owed halls and the League has worked
with the Energy Conm ssion for many nmany years on
many i ssues having to do with energy. But the
fact is that energy planning really has to be seen
in a larger, broader context, as well. And |ong-
range conprehensive planning for energy really
can't take place without a philosophical, if you
will, support for |ong-range conprehensive
pl anning in other aspects of public policy.
Primarily in this case, |and use planning.

The State of California does not have a
| ong-range | and use plan. And the sentinent,
political sentinent has been very |eery of going
anywhere in that direction. | guess it smacks of
soci alismor something. But the fact is that you
really can't think of the issues of transm ssion
siting wthout having sone concept of where we're
going with our land use and our economc
devel opnent, for that matter.

Commi ssi oner Geesman mentioned before
that there was a problemwith the statutory
requirenents that limt the ability to do | ong-

range planning. He nmentioned a five-year planning
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period. O course, that's ludicrous. So it does
seemto nme that there needs, the Energy Comi ssion
and ot her invol ved agencies need to do an
extensi ve public education program and create a
conti ngency anong the public for |ong-range
pl anning. And to have political |eaders gain
courage to come forth with support for that
concept .

And so | think the Conmi ssioners and
ot her leaders in these specific agencies need to
bring pressure, if you will, or whatever they can
do to get the political |eaders to come forth and
start tal ki ng about the need for us to plan.

Thank you.

MR, ETO  Thank you, Jane. | apol ogize
for skipping over you.

Andr ew Bozeman from t he Sout heast Sector
Communi ty Devel opment Cor poration

MR, BOZEMAN. Thank you, Conmm ssioners;
ny nane i s Andrew Bozeman. |'m from Sout heast
Sector in San Francisco. One thing 1'd like to
throwinto the m x that we don't usually encounter
when you get a group of engineers together is
peopl e.

I know we discuss them as market and
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| oad and as society influences, but people are
very inportant here. And |I'mnot sure -- | think
they're a conbination constraint as well as
driver. Constrainer in that they do have very
much an i nfluence on what we do and where we go in
terms of the future. Because as Ms. Arons
menti oned, the N MBY el ement gets involved there,
the "not in ny backyard".

The driver, however, | really like the
i dea of the site banking because | guess visually
it hit me as we're playing a tic-tac-toe game
here. And if we slow down in our planning and
don't get involved in something |ike site banking,
then the population's going to nove to a space and
we can't go there with our transm ssion or with
our generation, because they're going to resist
it.

So, the idea of future planning, because
we know where the population's going to go
generally. You've got popul ation planners that
can see where the trends are going. So to get to
junmp ahead of them and get things set up so that
we can nove there when the tine cones is, | think,
a very wise idea. And it saves us a |ot of

troubl e and noney politically, fighting those
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battles that don't need to really be fought.

| agree with Ms. Bergen that we really
need a public education el ement because the public
has got sone ideas about this business, this
energy business and what it does to them
environnental ly. That may or nay not be true; and
so they need some better information. And they
need it put to themin a way that not high |evel
but down to earth where they can understand it.

I cringed a bit when | first heard the
let's take the present facilities and expand upon
them or increase them because |I'min the middle
of Bay View Hunter's Point. And we're fighting
like hell to try and get two plants closed that
have been polluting our community for a long tine.
Because they're very old; over 50 years old. And
t hey need to be shut down.

So, that bothered me. But when we | ook
at the realities of what needs to be done | think
we need to | ook at technology. What can we do
technologically that's going to nove us forward.
You know, we've got this dependence on gas which
is a fossil fuel, but there nust be sonething el se
we can do because gas is going to run out at sone

point. And the price on gas is rising now rather
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rapidly. So that's going to be one of those
unpredi ctabl e price issues or cost issues that
we're going to have to deal with.

So, let's try and get around it.
Basically that's it. Thank you.

MR, ETO  Thank you. Next we'll hear
from Franci sco DaCosta from the Environnmenta
Justice Advocacy.

MR. DaCOSTA: Commi ssioners, |adies and
gentlermen, |I'mthe Director of Environnental
Justice Advocacy. And | applaud all those who put
this workshop together to have a vision so that we
can address our state's transm ssion system

In San Franci sco we have sone uni que
circumst ances, and in San Franci sco we have a
nunber of organizations that allow the
constituents to participate. So we've had many
meetings with various organizations to address not
only transm ssion system but also the aging power
pl ants that we have in our area

And what | see |l acking in any discussion
in order to address it is enpirical data. W can
dream and we can create various scenarios, but if
we do not have empirical data then we really

cannot zero in on any situation
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In San Franci sco, even today, we do not
have the right information, the current
i nformati on about our transm ssion system W
know t hat we have two agi ng power plants, and
nobody wants to take a decision to close down the
power pl ants.

As director of an environmenta
organi zati on one of the key factors that we have
to address is the ratepayer, and how transm ssion
lines, power plants affect the health of the
constituents. And while we may tal k about right-
of -ways, we need to pay attention as to where we
site any of the power plants. Whether it is right
that over 90 percent of the power plants are
al ways sited in poor nei ghborhoods. W need to
pay attention to this.

And even as we want to pay attention to
the environnent, we need to pay attention, as has
been alluded to by sone of the speakers, about
archeol ogi cal sites. | represent the Miweknma
Ohl one and we have many of our transm ssion |ines
over shell nmounts. And even as we are discussing
the Jefferson-Martin transm ssion |line, very
i nteresting concepts conme how we can avoid

ar cheol ogi cal sites and how soneti nmes peopl e say
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okay, it's fine to put transnmission |lines
under ground near archeol ogi cal sites, but please
don't bring themin our neighborhoods because of
the el ectromagnetic field and so on and so forth.

So we need to respect the native
Americans, the first people. And we also need to
respect the constituents fromthe poor
nei ghbor hoods equal | y.

One nore point. Even as we plan on
putting new generators, conbustible turbines, we
shoul d not put an enphasis on fossil fuel. And in
San Franci sco we have an added problem They want
to site -- they're proposing to site three
conbusti bl e turbines.

And even as they're proposing to site
three conbustible turbines in this day and age,
they want to use secondary effluents, the water
coming from sewage treatnent plant, to use this in
the cooling system And if there are any
scientists here or doctors here, or people who are
concerned with their health, in using secondary
effluents as a cooling systemyou rel ease
pat hogens into the air which can adversely inpact
the health of the constituents.

So, in the year 2004, 2005, 2006 we need
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to use the latest technol ogies, but we al so need
to pay attention to the health of the
constituents, especially poor neighborhoods.

Thank you very nuch.

MR, ETO  Thank you. First of all,
Bill, we're not going to skip over you. |'mjust
going in the order that we have on this list. So,
we' Il cone back. Sorry.

| do want to follow the process in terns
of the list that was devel oped here, so next we'l
go to Bill Myers from The Valley G oup.

MR. MYERS: Good norning, and thank you.
I hope that you all picked up a copy of Tap
Seppa's two-page letter to you all. M objective
this morning is just to very very briefly review
t he highlights.

First of all, let ne say that we are in
conpl ete agreenent with the consultant's report.
Al so, we believe that our discussions and our
i nvestigation should be extended to three
additional inportant drivers related to
California' s internal transm ssion network

Nunber one, if the peak |oad grows as
projected, the internal power transfers within

California will becone extrenely constrai ned.
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Tap's letter explains how this can be investigated
using a concept called normalized transm ssion
capacity. The bottomine sinply is that the trade
radi us of an average generator will be reduced
from234 niles to 146 niles over the course of
this horizon we're | ooking at.

Number two. Regarding the inpact of the
i mport of energy, unless the internal transm ssion
network i s strengthened, and a nunber of people
have already tal ked about this, unless it's
strengt hened substantially benefits of potentially
| ess expensive inported energy will becone
| ocal i zed near the border regions of the inported
sour ces.

Third and final, regarding the inpact of
renewabl e resources. It is quite likely that the
i ncrease of the renewable part of the generation
portfolio will require substantial adjustnents to
the transm ssion system of California.

In conclusion, our conclusions, our
recommendati ons sinply are that such inpacts and
the methods to mitigate themneed to be carefully
consi dered, all of these drivers, before the fina
recommendati ons are made regardi ng resource

pol i ci es.
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Thank you.

MR. ETO  Thank you. Next we'll hear
fromRich Ferguson fromthe Center for Energy
Ef fi ci ency and Renewabl e Technol ogi es.

MR. FERGUSON: Thanks, Joe and
Commi ssioners. | won't go so far as to say |
approve of everything in the report, because
still don't |ike using the DOE's projection of
vastly expanded donestic gas production. Unless
gas goes to $20 a million Btu that's just not
goi ng to happen. You m ght want to revise that,
Joe.

Several people have said the main driver
of this whole operation is what resources, what
energy resources is California going to need and
depend on in the future. The transm ssion is just
a way of getting those, you know, fromthe
generators to the users.

And | think on the slide that was put up
earlier these were called | egislative mandat es.
But | think Pat said it right. | nean these are
soci etal choi ces.

And | think, as you see fromthe report,
if you sort of figure out what's happening,

t hi nk basically our choices are increased
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dependence on coal, increase dependence on LNG, or
i ncreased dependence on sol ar and ot her
renewabl es. And those are the choices. The
peopl e understand those. You don't have to
educate themtoo nmuch. Even the people over in
the building could probably understand those
wi t hout too nuch trouble.

And it seens to me that that's the next
thing that the Commi ssion needs to do to build on
this report, is to paint the picture of these
energy futures that underlie these various
scenarios. And try to reach consensus on, you
know, where California is going to go.

You're going to have to boil these
things dowmn. Not in ternms of esoteric transfer
capacities and market do-dah and whatever. You
really have to boil these down to the very essence
of what does it nean, you know, if we becone
dependent on inmported coal from Utah and the
sout hwest; if we beconme dependent on inported LNG
or, you know, if we decide to devel op our own
sol ar and other resources here in the state.

In my mind that's the next thing the
Commi ssion has to do, is to paint these scenarios

in a way that people can understand, and then take
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it out on the road show and try to build sone
consensus for it.

MR, ETO  Thank you, Rich. Next we'l
hear from Tom Tanton from Vul can Power and Sil van
Power .

MR. TANTON: Thank you, Joe. And, as an
illustration of capacity constraints, |I'malso
here on behal f of Pacific Southwest Conbined Heat
and Power Initiative, which wouldn't quite fit.

I"d like to commend Joe and CERTS and
t he Conmi ssion Staff for undertaking this work and
the prior work that CERTS has undertaken, which is
a result, actually, of sonme visioning that was
done quite a few years back

I'"'mgoing to comrent primarily on
drivers; some of these may be facets of the
exi sting drivers or new drivers. | guess nmy nost
i mportant point is to distinguish between
manageabl e drivers and unmanageabl e drivers. Sone
of the drivers that have been identified are
manageabl e t hrough, for exanmple, technol ogy
devel opnment or policy devel opnent.

One of the drivers, | think, is a
recognition that emerging is what night be

referred to as a smart grid with intelligent
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agents. A lot better than the old el ectron
pi peline that used to be the design paradi gm

Al so associated with the paradi gm used
previously in design of transm ssion networks we
now have a plethora of generation technol ogies,
some of which m ght be appropriate at the |oad
centers; others which mght not be. | think we
need to nove away from an exclusively AC driven
transm ssion network design as illustrated by the
Pacific DC Intertie. Local storage will becone
nore cost effective.

I"mglad to see the | ow | oad forecast
part of the scenario, Joe. | think there nmay be a
flip side to that with a high |oad from sone sort
of phantom use. Perhaps electricity used to
produce hydrogen for transportati on applications.

Don't over-honobgeni ze the various
resources. | see in your scenarios you tal k about
a high penetration scenario for renewabl es.
Renewabl es are very diverse in terns of their
performance and inpacts on the transm ssion grid
and operation thereof.

And | think perhaps the npbst inportant
aspect or driver has been alluded to froma couple

of prior commenters, and that's the interconnected
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dependenci es of our various infrastructures, be it
wat er, tel ecomuni cations, banking,
transportation, et cetera. Electricity is a
supporter of and is supported by each of those
other infrastructures. And until we see what the
future vision of those other infrastructures are,
we really are working somewhat in isolation

That's -- |'m done.

MR. ETO Thanks, Tom Next we have
Perry Cole from Trans-El ect.

MR, COLE: Thank you. Appreciate the
opportunity to be here and, |ike many others,
comrend the Comm ssion for taking on this activity
and having this discussion.

For those who don't know who Trans-El ect
is, and our subsidiary, New Transm ssion
Devel opnent, we are an independent transm ssion
conpany. That's our only business, is high
vol tage electric transmission. W own a systemin
M chi gan, Consuners Energy. And we're the
managi ng partner of AltalLink in Canada.

We are also in the Path 15 project. W
rai sed over $200 mllion in the construction of
Path 15, along with partnering with Western Area

Power and P&E. PG&E is doing the substations. |
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was out on the site |ast week and everything is
going very well. W've got single steel poles up
as well as lattice towers are now constructed
And we're starting to string wires,so we expect
that to be in service by the end of the year

We al so are out | ooking at many ot her
new transm ssion projects around the country. One
we' ve announced is working with the Navaj o Nation
We are looking at building a 500 kV line fromthe
Four Corners Area to Las Vegas. And are |ooking,
you know, to serve Arizona and California with new
resources, and working with the Navajo Nation to
i ncrease their econom c devel opnent activity for
the benefit of their people.

A coupl e of comments that we woul d have
One thing | should say is we are a regul ated
transm ssion conmpany. We're not a nerchant
transm ssion, so we are regulated. And so we are
very interested in continuing to expand our
busi ness as a regulated entity. W do not believe
that the nerchant transm ssion structure i s going
to work very well, if at all. So we are focusing
on regul ated transm ssion activities.

Sone of the drivers to be considered,

and | think this has been nentioned by others.
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But there is a lot of activity going on outside of
the state in terms of transm ssion planning. And
certainly California should be very aware of what
ot hers are thinking about in terns of regiona
transm ssion planning within the WECC. And | know
that the Cal-1SO has been very active in that
activity, as have several of the other mjor
utilities, one being the STEPP group, as well as
there's another group in the Northwest called the
Nort hwest Transmi ssion Planning Goup. There's a
Rocky Mountain Area Transni ssion Pl anning G oup
And SWAT, which is an Arizona/ New Mexi co
Transm ssion Planni ng G oup.

Al'l those utilities and various state
agencies are involved in doing regiona
transm ssion to try and figure out what is the
best solution for transm ssion, both within their
respective states, but also within a regiona
per specti ve.

And while California is such a doni nant
entity in the west, many of themare factoring in
California's load gromh into their various
scenarios. And it's a big major factor for a |ot
of the states, particularly the Rocky Mountain

states who are | ooking to try and export. And
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they're | ooki ng at economni c devel opnent activity
simlar to the Navajo Nation, as a way to grow
econonmi ¢ power plants and transm ssion |ines.

They actually are looking to want to do that to
try and serve and build the tax and job base
within their respective communities to try and
serve the high growmh areas which are primarily
t he sout hwest and California.

So, | don't -- that is not to say that
there isn't a lot of transm ssion that needs to be
done within the State of California. | certainly
totally agree with that. And we are very aware of
that and are interested in participating in those
type activities.

Anot her point would be to try and focus
on maybe -- a lot of the regional planning groups
are focusing on like 2013 as a tinefrane. | get a
little concerned when | hear, you know, 25, 30
years. | can see that in terns of cost recovery,
but it's very difficult to inplement sonething
that maybe is needed 25, 30 years from now
There's so many vari abl es that can change that |
think really a five to ten year, nmaybe ten years,
which is what a | ot of the subgroups are | ooking

at, is sonething that should be consi dered.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

93

| say that, if you think about the
i mpact that China has on various comodities and
prices of comodities around the world, as an
exanple. If we try and plan 25 years out we may
have a tough tine doing that. Although, with that
said, | think this idea of site banking nmakes a
tremendous anount of sense, that was nentioned
earlier.

So, with that, 1'lIl --

MR, ETO  Thank you. Next we have
Bul ant Bilir from Sol argeni x.

MR. BILIR  Thank you, good norning. |
appreciate this opportunity to talk about
transm ssion systens. First of all | would like
to say somet hing about the technical work. W
have tal ked about all these issues and | was
wonderi ng whether we'll do sone, you know,
paral |l el technical work. Because in technica
work we can talk sonething in the scenarios; also
some, you know, technical scenarios. Some issues
conme into existence and they may not work what we
tal k about, you know, our general scenari os.

So the mpjor issue here, as far as |
know from my experience, the data, real data. So

for example, there are systems and so for sonme
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i slands they have data. And other island they
have data. But they are interconnected then the
whol e data is needed.

I think that for the transm ssion study
all these data are really inportant and we are
supposed to find a way to process all the data to
better the use of the transmi ssion system This
is one point.

So, as a separate utility | was
wondering whether that utility has the whol e data
fromthe systemor just part of the data.

MR, ETO Well, this session really we
want to focus on priorities for the |IEPR process,
in terms of what you see as the key drivers for
devel oping a long-run vision on the priorities in
this update. |If your recommendation is to --

MR, BILIR  For exanple, my point is for
the renewabl e resources, for in deregulated then
why we have renewabl e resources. So, in order to,
you know, utilize these renewabl e resources we
need to connect up to the power grid.

So do we need the whole study for that
renewabl e systens, and naybe in the long run we
can put sonmething. W need to get sone studies,

maybe di rect by the renewabl e resource conpanies
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For exanple, Solargenix is trying to,
you know, transfer power fromthe Kraner
substation ten mles northeast of the Kraner
substation in the desert area, to the Los Angel es
area and the San Diego. So they need tie lines
and al so sonme studies are needed.

MR. ETO Ckay. Thank you.

MR BILIR  And actually I1'd like to
mention all these. So, thank you.

MR. ETO Al right, thank you. Next
we'll hear fromBarry Flynn from Fl ynn RCl

MR, FLYNN: Thanks, again for this
opportunity to talk to the audi ence and the
Conmittee of the Commi ssion.

I want to focus my two minutes on the
need to study the inpact of additiona
transm ssion into | oad pockets in California.
Specifically San Diego and Greater Bay Area, and
how RVMR costs can be an inportant driver for this
transm ssi on.

I'lI'l concentrate nore on the Bay Area
because |'mnmore fanmliar with the issues there
and probably less likely to get into trouble. |

spent ten years as a transm ssion planner for
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P&E, ten years as Director of Uility for the
City of Santa Clara, and been a consultant to the
Cities of San Francisco, Santa Clara, Palo Alto
and Al aneda on transm ssion issues for many years.

Let me nmake clear that | have strong
support for the work conpleted by the staff in
their 2003 Integrated Energy Policy Report and the
starting of the 2004 update. Mre work needs to
be done to analyze the difficult-to-identify
benefits of transm ssion delineated in that
report. |I'mreally anxious to know how you do it

But | want to focus on the i mediate
need for the CEC to contribute to the efforts to
i dentify RMR reduction benefits and | oad pockets
like the Greater Bay Area as an inportant driver
of new transm ssion.

In its 2002-2012 electricity outl ook
report the CEC indicated, and | quote, "the risks
of power supply shortages for 2003 vary for
different parts of the state, fromlittle or no
risk for northern and central California, and the
| argest municipal utilities, LADW and SMJD, to a
| ow risk, about 1 percent, for southern
California, to a noticeable level of risk, about

14 percent, for San Francisco."
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dollars saved at the sane tine, w thout accounting

for the nore difficult-to-assess benefits of

transm ssion like reduction in market power,

savings in natural gas, reduction in pollution or

reduci ng customer outage costs.

Let's concentrat

on the lowhanging fruit as we devel op nore
sophi sticated tools.

P&E' s estimated annual paynent in one
of their filings, the 2002 filing with FERC, for
RVR was $297 nillion a year. Approximately 4000
of the 7400 negawatts of RVMR needs is in the
Greater Bay Area. |If the average cost happens to
be the sane, and I'"'mnot saying it is, then the
annual paynment for RMR in the Greater Bay Area is
about $160 million. That would justify a
transm ssion investment of about 1 billion

Since the savings inmpact will be

| ocational specific within the G eater Bay Area

believe a | ot of transmi ssion can be justified on

this savings alone. Conversely,

I"msure sone

portion of the current RVR capacity is the nost

econonical way to provide |oca

reliability

e

services. We owe it to transmi ssion ratepayers to
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replace the critical reliability services now
provi ded by RVMR contracts when it is econonical to
do so. And to know that we have to do sone nore
st udy wor K.

"Il be happy to share ny vision on how
the CEC can build upon the efforts that are now
bei ng put on by PGE and the 1SOto study this
problemif opportunity arises this afternoon

Thank you.

MR, ETO Thank you. The |ast person |
have on the list is Hal Romanowitz from Qak Creek
Ener gy.

MR, ROMANOW TZ: Thank you, and
appreci ate the opportunity to give you sone
t houghts today on the process, which we're glad to
see it moving forward

I think that it's inportant, as the CEC
wor ks on the transm ssion planning, that it create
a process that is action-oriented and accommodat es
obvi ous urgent needs as it integrates its
activities with |longer range priorities and
pl anni ng of newer and fully integrated facilities.

It's inportant that you renenber that
this is a human process. And while we think we

can lay out what is obviously the best situation
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now, we will be wong. W can do well, but it'l]
iterate over tine, and we should not delay any
further in solving obvious inportant needs.

There are projects now that are wel
pl anned, environnentally eval uated and have a high
probability of an integrated fit with whatever the
overall final transm ssion systemis going to be.
And we should not wait for the planning process to
nove a |long way forward to get sone of these high
priority projects to nove now.

There's obviously been -- there's
significant inmpact that is obvious over many years
that has resulted fromthe changing in the
transm ssion process. And certain inportant areas
are just woefully under-served. And a failure to
move now and quickly will absolutely prevent the
full competitive optinmm achi evement of the RPS
program So that there will be a significant cost
associated with del ay.

It is inportant that the transm ssion
pl anni ng process integrate all of the existing
islands within California. There are significant
transm ssion resources that each one serving its
own little purpose could, when integrated, create

much greater value for the state
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And there are at least five separate
i slands that conme to nind. The three of the
original I0QUs, the transmission facilities of the
muni s, and there are sonme private transmn ssion
facilities, all of which could be effectively
integrated to give California greater economc
val ue.

As we go forward and plan the use of the
facilities, it is extrenely inportant that
exi sting and future facilities be fully utilized.
Today there is a woeful under-utilization of
existing facilities, and we will create new
facilities at an environnental inpact and econonic
cost when by better techniques we could better
utilize some of the existing facilities.

Transparency is absolutely required if
we are going to get a full w de exposure to how
much a facility is currently under-utilized and
can be better utilized. W need to create
processes that will make clearly avail able the
hi st ogranms of each of the transmission facilities
that are in existence, and that are planned, and
provide the tools to effectively integrate and use
t hat unused capacity.

We need to facilitate the use of facts
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devi ces and energy storage so that these | ower
cost, low inpact devices can be effectively
i ntegrated as they beconme increasingly econonic
and have increased econom c inpact as they
obviously will in the, really the near-term
pl anni ng hori zon.

So that we really need to reverse the
process that has occurred since 9/11, and find a
way to facilitate a greater transparency rather
than a decreased transparency, and nake these
processes open, information open, so that the
i ndustry can effectively utilize the resources and
the inpacts that do exist.

Thank you.

MR. ETO  Thank you. Thank you, all,
panelists, for being succinct. | knowthat we're
very close to the time that we'd allotted for
this. | would like to open it up for public
di scussion, additional comments fromthe panel
But before | do that 1'd like to ask the
Conmi ssioners or their Advisers if they have any
specific questions they'd like to put to any one
of the panelists for further clarification before
we do that.

PRESI DI NG MEMBER GEESMAN: | had one for
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Tom Tanton -- Tom | didn't quite understand what

you were tal king about when you said that we

needed to | ook at the devel opment of other

i nfrastructures which have a tendency to drive

electricity infrastructure. What other

i nfrastructures were you thinking of?

MR, TANTON: Well, actually a nunber of

them and they're critical. One is the natura

gas system which, to a |arge degree, is both

managed and noved using electricity, which then in

turn uses the natural gas that's delivered.

Tel ecommuni cati ons, banking fromthe

standpoint that there are likely to be a | ot of

trades that will be clearing on a very rapid

basis. The banks rely on data warehouses. And

those data warehouses require reliable

el ectricity.

The transportation systemis simlarly

dependent on electricity and the internet and

everything else. [If you' ve ever

been in the San

Franci sco Airport and there's a m nor power

glitch, the internet goes down.

Nobody knows

where the planes are, nobody knows where the

passengers are, everything stops for two or three

days.
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It's that interdependency of critica
infrastructures that | think will drive the future
of transm ssion capabilities and needs.
MR, ETO Any other questions,

Commi ssi oner Boyd or --

COW SSI ONER BOYD: | don't have a
question. | just have sone maybe quick
observation. | was grateful for the many

references to resource planning, which | chose to
interpret as kind of overall systens planning and
systems integration, a favorite thene of nine

And it's been tal ked about not just in
this area we're discussing today, i.e.
transmi ssion and its interrelationship with
generation and new technol ogi es that m ght be
avail able to nmeet our needs, but as it relates to
all three legs, as | like to say, of the energy
st ool .

Land use planning, another favorite
subject of mne. | don't know if our society is
capable of dealing with this. 1've been waiting a
lifetime and it is a real issue. And the trouble
is when we first got concerned about it there were
maybe 16 to 20 million of us, and now there's 34

to 35. And so the site banking concept that nmany
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of you have enbraced nmay be a | ast great chance to
get ahead of the curve.

Wth respect to -- | shouldn't venture
into environmental justice, but I will, the
gentl eman's comrent about planni ng new power
pl ants in disadvantaged comruniti es and what-have-
you.

I think this Comr ssion is very
sensitive to that, but | like to loop it back to
| and use planning. Had we a better way to finance
government in the first place, we probably
woul dn't have had devel opnents build up to the
fenceline of every what was once renpte facility
or plant or what-have-you. So that is a dilemm
that, to nme, ties back to | and use planning.

Nat ural gas dependence and then the
di scourse, the conversation took place between the
various infrastructures keenly inportant. And how
to deal with the planning horizon. | nean the
coments about the need for long term but the
short-term nature of things. And the ever
accel erating pace of everything nmakes it very
difficult to deal with

But this is the issue we're trying to

grope with. And | think you've all dragged the
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i ceberg out of the water and up on the table.
And, you know, now we see a bigger piece of the
whole thing. And we need to deal with it.

And so |'m pleased with what |'ve heard.
But a lot of issues to dissect and deal with. And
we've got to, or else. So, thank you.

MR. ETO Ckay. Commi ssioners, let ne
ask you if you would be prepared to see if there
woul d be additional comment fromthe public
speaking to these drivers.

So, let me ask now if there are those in
t he audi ence who didn't sign up to be part of the
panel who would like to speak to this question of
the drivers that should be considered in
devel opi ng a | ong-range resource plan --
transm ssion vision, excuse me, and specific
actions to be taken in the IEPR, both this year
and next year?

Thi s gentl eman.

MR. HAMVOND: |'m Ri chard Hanmmond with
Optimal Technol ogies. | want to encourage the
group working on the drivers to very explicitly
call out efficiency of the transni ssion grid going
f orward.

There's discussion of a nunber of things
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that will be served by making the grid nore
ef ficient.

Well, what does this nmean? W' ve spent
a lot of tinme as a society doing energy planning
the last 30 years, tal king about nore efficient
end use, talking about nore efficient generation.
But we have not focused on the thene of making the
transm ssion and distribution grids nore
efficient.

It's possible to do that with increased
applications of hardware, with increased
i mprovenents in software ability to devel op better
dat abases, closer to real tine and so on

It's very inmportant, | think, that this
comunity of energy planners, in doing this very
i mportant process of transm ssion planning,
el evate specifically efficiency of the
transm ssion grid to a level of driver status.

I ncreased transm ssion efficiency will
decrease congestion, will decrease |osses in the
grid, will allow a nore transparent base to
address M. Romanowi tz' therme, will help to
integrate transmi ssion and distribution systens.

This Commi ssion is doing sone very

i mportant R&D work on the way in which distributed
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generation is creating new conplexities in the
distribution system and the relationshi ps between
di stribution system perfornmance and i nproved
performance in the transni ssion grid.

And Ms. Arons' comment about
infrastructure, the transm ssion system providi ng
infrastructure, that, itself, will be not only the
basis for a variety of inprovenents in planning
capability, but if we are going in any degree at
all to a market-based system you cannot have an
efficient market if you don't have an efficient
infrastructure on which it's built.

I think 1've covered ny points. Thank
you very much. Thank you, Conmi ssioners.

MR, ETO  Thank you, Richard. Any other
comments fromthe audi ence speaking to this issue
of policy drivers and/or priorities?

Seeing none, let me turn it back over to
t he Conmi ssi oner

PRESI DI NG MEMBER GEESMAN: | think, if
I'"'m not mstaken, this is the tinme we had
schedul ed for a lunch break.

I want to thank all of you for
participating in this, and also our staff for

[ining up such an inpressive and diverse group of
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peopl e.
I think this has been very hel pful and
ook forward to this afternoon, as well
(Wher eupon, at 12:02 p.m, the workshop
was adj ourned, to reconvene at 1:17
p.m, this sane day.)

--000- -
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AFTERNOON SESSI ON
1:17 p. m

PRESI DI NG MEMBER GEESMAN:  We want to
|l ead off the afternoon with a brief presentation
by Kelly Hattevik fromthe California Public
Uilities Commission, to describe the process
they're going through right now Kelly.

M5. HATTEVIK: Hi. M nanme is Kerry
Hattevik; | work for the Public Uilities
Commi ssion in the division of strategic planning.
|'ve been doing a |lot of work on transm ssion over
the past year. As a fallout of the energy action
pl an whi ch said that the Commi ssion would be
| ooking at its transm ssion planning process and
eval uating how to sort of update it and inprove
it, I sort of enbarked on |ooking at both the
federal and the state side on overall transmi ssion
pl anni ng and what the problens are, what the
current process, and nmake sone recomrendations for
i mprovi ng those.

So let nme start out by tal king about
what the Commission is doing on transm ssion, and
then 1'Il launch into sonme of our mmjor efforts.

The PUC has several active transm ssion

pl anni ng proceedi ngs to address transm ssion
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issues. The first is our transmssion OIl. Qur
transm ssion Ol is doing two major projects at
t he nonment.

One is devel opi ng an econom ¢
met hodol ogy with the 1SO.  That is to nore fully
capture the econonics of transni ssion projects.
Since the markets have been active the dynanics
and the pricing associated with various
transm ssi on probl ens have been harder to capture.
So, through the various transm ssion proposals the
Commi ssi on has recogni zed that we need a nore
dynam c nodel to capture the econom cs of
transm ssi on projects.

So the 1SO and the utilities and the
Commi ssion, the PUC, are working together to
develop that nodel. 1'Il talk nore about that in
a few m nutes.

The other proceeding in the transm ssion
O1l, the 970 proceeding as it's also called, is
t he Tehachapi. The Tehachapi is a review of the
wi nd transm ssion in the Tehachapi area, and the
transni ssion associated with that. Currently
there's a proposed decision floating around; |
think it's open for comment. And | think the

proposed decision is expected in a few nonths --
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I"'msorry, the final decision is expected in a few
nont hs.

There's sone sort of thorny issues
associated with the Tehachapis, and that's that,
you know, unlike where you do sone of the regul ar
anal ysis on whether a project is needed, or the
econom cs are -- how the economics are on
transm ssion, with renewables it's a little bit of
a different analysis. Because you can't pick the
site of them They are where they are, and then
you just need to find the best transm ssion
configuration to accommpdate that. So it's sort
of looking at transmi ssion froma different
perspective in this Tehachapi proposed deci sion.

Nunber two is our transm ssion
streamining OR This is a fallout of the report
that | wote addressing where we think the major
problems are in the existing transm ssion planning
process. And this OR was -- that report was used
as a foundation for nmaki ng changes to our
transm ssi on planni ng process at the PUC, as wel
as working nore closely with the 1SOto streamine
some of these transmi ssion projects. |'Il talk
nore in depth about that in a few minutes. But

that was a process that's al ready underway and
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where it's sort of on a fast track for decision.

Three is we have three maj or CPCNs where
we determ ne need for transm ssion projects and
permt it. The first is Jefferson-Martin; that's
a transmission line on the Peninsula. That has
had its final energy inmpact report done, and the
ALJ is devel oping a decision as we speak

The M guel-Mssion line. That is going
t hrough public participation hearings. There's a
deci sion anticipated before the Conm ssion in
June. And then the Tehachapi, which |I also just
spoke to.

In the report that | did earlier this
year, looking -- that sort of cane out of the
energy action plan, sort of identified five key
areas where there's problems with existing
transm ssi on planni ng process.

They're sort of self-explanatory as we
go down here, but | wanted to discuss where the
Commi ssion's actually attenpting to address each
one of these problens.

We recogni ze that the transm ssion
pl anni ng process needs to be better. It also
needs to be nore conprehensive and integrated with

the federal side. W're taking actions in each of
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t hese areas.

The first is lack of a conprehensive
pl anning. Since we sort of -- the utilities
becane deregul ated, the transm ssion planni ng
process didn't keep up with the change of the
dynamics in the market, those that were investing,
where the generation was going to show up and so
forth. So transm ssion planning has been a
chal l enge, to say the | east.

Partially because generation is built so
much faster than transmi ssion. And also partially
because we didn't know where the generati on was
going to show up. And a lot of it isn't even
showing up in California. But it still creates
transm ssion need in California. So a lack of a
conpr ehensi ve approach is really probably one of
t he key probl ens.

What we're proposing to do is to try to
integrate transmi ssion planning into the
procurenent and the demand side, so the demand
response energy efficiency and actual generation
procurenent. Integrate transm ssion into that so
you have a conprehensive planni ng where
transm ssion is there when you need it. Not

really as it is now, | think, chasing generation.
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So the generation shows up, we have
transm ssion need. And then you're already behind
by the tinme you make that realization. W're
trying to address that in our procurenent
proceedi ng where the utilities do sort of their
coordi nated pl anni ng where they say here's our
need out five, ten, 20 years. And then they put
t he package together on how they're going to neet
it, both on the demand side, both through energy
efficiency and other nmeans, in addition to supply
and transm ssi on.

Bal kani zati on of the existing process.
The process is bal kani zed. | think sonmebody
earlier here was tal king about RVR. | think RWR
is a great exanple of bal kani zati on of the
process. VWhile |I'm an absolute believer that we
need it and we have needed it, until now | don't
think it's an efficient, effective or a way to, on
a long-term basis, address transni ssion.

RVR for, I'msure everybody in this room
knows, but it's essentially they're costs that go
through the transm ssion rates to address a
transm ssion constraint or address a |ocal need.
So they are generators that have to be on to

support the transm ssion system
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In our long-term procurenment plans we've
asked the utilities to address these |ocal needs
in their long-termplans. Either address it
t hrough demand response energy efficiency, |oca
generation or transmission. But in the long term
mtigate the need for these annual RMR contracts.

The annual nature of the RVR contracts
alsois a -- it also, you know, flies in the face
of long-term conprehensive coordi nated pl anni ng.
And the other problemwith themis they're very
expensive. | think soneone was talking about the
PG&E costs. The total costs for |ast year were
$360 million.

So | think you could justify nmuch nore
efficient and cost effective ways of neeting that
need through | ooking at the long term

Again, the utilities and their |long-term
pl ans are supposed to address these |ocal needs,
in a way to address those problens in the | ong
term

Redundanci es in the existing process
between the 1 SO and the PUC. This was the -- in
devel opi ng the report and naki ng recomrendati ons
this was what | heard nost of, was what are the

bi ggest problenms. And that's that the |1SO does a
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very thorough, conprehensive region-w de and | oca
pl anning for transm ssion, working with the
utilities, munis and regional entities.

They determ ne need. Sonetinmes that's
for very small projects; sonetines it takes a | ong
time. And it's, you know, of the nature of
Devers-Palo Verde 2. It can be all sorts of
t hi ngs, but they do conprehensive, they do
environnental , they do public participation; they
| ook at options; they run power flow. They do a
ot of things. The utilities and the | SO
together, put a lot of work in devel opi ng what
that project is before it's brought to the
Commi ssion for permtting.

And the biggest conplaint is that
essentially once it's brought to the Comr ssion
for permtting we redo all that. W start
envi ronnental needs; we start |ooking at
alternatives; we start it all over again.

So what | heard froma | ot of people and
| ooki ng at sone of the existing problens was that
t he Commi ssion should recognize or participate in,
and then recogni ze, what efforts have gone before
in that project selection.

In recognition of that we have initiated
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the transm ssion streanmining OR where we are
proposing to use the 1SO s determ nati on of need,
and not revisiting the question of need. It's to
directly get at this issue of redundancies in the
process that potentially hang it up

Like | said, I'll talk alittle bit nore
about the details of the transm ssion streamining
ORin a few nore m nutes.

The |l ack of a dynamic nethod to assess
project econonmics. | talked a little bit about
that. That's being dealt with with the 1SO s
econonmi ¢ net hodol ogy. That is going to be
integrated into our 970 deci sion and adopted by us
eventually, with full participation fromthe
public. And input fromentities such as the CEC
and the utilities and others.

The fifth one is sort of an issue sort
of close to ny heart, because | sort of sit on the
nm ddl e between the federal and state side at the
Commi ssion. That's why | was able to, | think
see where we're not doing as good a job as we
could have in integrating the federal and state
pol i ci es.

This is really a critical issue. On the

state side we do a lot of work that inpacts
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transm ssion planning. W do transm ssion
permtting; the CEC does transm ssion siting; the
PUC s doi ng resource adequacy; and the utilities
are contracting for this generation.

On the federal side they're doing narket
desi gn; huge inpacts for transni ssion. The
federal side does transm ssion pricing. The
federal side does interconnection rules; the
al l ocation for the new cost of that transni ssion.
In my view those things need to work absolutely
seam essly to get efficient results. And they
haven't been in the past. | think we're doing a
better job.

Exanpl es of that are, for exanple,
deliverability requirenents. | think we've
recogni zed that we need better deliverability
requi rements. You know, the |ISO has recognized
that in their large interconnection rule before
FERC. They've proposed deliverability
requi renments. They've al so proposed them at the
PUC s procurenent proceeding to guide utilities in
goi ng out and procuring their generation. So that
when they procure their generation it's got the
transm ssion to go with it.

So | think we're trying to sort of
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bri dge the federal and state side on the
deliverability requirenents. Same thing with the
capacity rules. And a lot of the rules associated
with interconnection. What are the rules
associated with the transm ssion associated with
i nterconnection and who pays for that. W're
really trying to address that on both the federa
and state side, as well as transm ssion siting.

So, there's a lot of places we're active
both on the state side and | ooking at trying to
integrate transm ssion needs into the overal
energy efficiency demand response procurenent
side. As well as on the federal side to make sure
that those things Iine up in a way that the right
price signals are there. You're not putting
perverse incentives out there in other ways.

The other area | would say that there's
a big state/federal dynamic is in the nmarket
design. Whether 1SO s proposal for a revised
mar ket design. A lot of the pricing rules, as
t hey stand, provide sone pretty bizarre incentives
for location of generation and the costs
associated on the transm ssion side. W're trying
to bridge those as we're going forward in MDO2 to

make sure that there are better pricing incentives
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out there to do what makes sort of |east cost/best
result on the generation/ transm ssion tradeoffs.

The transm ssion O1 and devel opment of
econom ¢ met hodol ogy. The 1SOis currently doing
wor kshops in the devel opnent of those, the
econoni ¢ net hodol ogy. The hardest thing about
devel opi ng this econom ¢ met hodol ogy and what is
really needed is a means to nodel market prices.
Kind of a big challenge.

The other big one is the way to do the
dynam cs associ ated -- econoni c dynami cs
associ ated with market power. That's probably the
bi ggest hill the 1SO and all the participants in
t hat workshop process have; it's the hill they
have to clinb. But that's what's probably going
to make this better than what we have.

So, | think that's probably going to be
an ever-changi ng, you know, ever changi ng as we
learn more and we're able to put new inputs into
that as we develop it. The 1SO s planning to
present that econom c nethodol ogy to the
Commi ssion in June. The judge anticipates a
deci sion on the econom ¢ nethodol ogy by the end of
2004. W anticipate a full, open process, and you

know, critique, and trying to nake it better al
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al ong the way.

But we recogni ze whether it's us that
does transm ssion permtting, or anybody el se,
they need this nodel. And the 1SO needs it. And
I think that the I SO having the sane nodel that
the utilities use when they assess the econom cs
you have one nodel over, you know, across the
board. And that the PUC accepts it and ot her
participants in the market accept it. You're
going to get some better results in the utilities,
and other PTOs around the state will know what,
you know, what the standard is when they're
proposi ng a transm ssion project.

So | think just having it well known,
what the paraneters are and it will facilitate
transm ssion siting. And hopefully meke the
denonstration of the economics a |ot easier. And
we' Il not have those hurdles that we've had in the
past in that regard.

The transnmission streamlining OR is
basi cally based on this econom c nethodol ogy. We
want to integrate transm ssion planning into the
utilities' overall procurenent plan. W want --
and then the way we're structuring is that overal

procurenent plan, the utility will propose their
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overall 10-, 15-, 20-year outlook and say, this is
the transm ssion conmponent. This is what we're
going to do on demand responses, what we're going
to do on energy efficiency, this is what we're
going to do on generation. Here's our plan

That will both reflect and will reflect
in the SO s conprehensive transm ssion planning
process. We're anticipating the 1SOw Il be the
one that does the details; run the power flow
anal ysis; determ ne what's needed, both on a
regi onwi de and state, you know, Cal-I1SO grid-w de
basi s.

They're going to do the details. W're
going to do the high level transm ssion
integration portion of it. Once the |SO has

determined that the project's needed, the

utilities will bring it to the Conmm ssion. W
will not revisit the question of need. But we
wi || conduct CEQA and have a public process. But

we're going to really give it to the 1SO who we
consi der sort of the transm ssion experts in the
state, to tell us whether the project is needed.
And deliverability is integrated to
that, but it's also separate in the sense that we

are devel opi ng individual deliverability rules
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t hrough the Conmi ssion's procurenment proceeding.
So that when the utilities go out and sign up
capacity, there's a deliverability criteria that
the 1SO signed off on and others have signed off
on, so when they sign up that capacity it's
already integrated into the transm ssion side.

The transm ssion streamining OR
Recogni zes the efficiencies and redundancies in
the existing process. To sort of elimnate this
overlap between the I SO and PUC efforts we
proposed changes to our general order 131D, which
will say to the extent the |1SO determ ne need for
an economc or reliability project, we're not
going to revisit that determ nation of need.

For the econoni c net hodol ogy we woul d
like the 1SOto use this established econonic
met hodol ogy that we've agreed works. Once they've
applied it, we're not going to revisit the
guestion of need. And we're hoping to have that
final decision on this revised process in the fal
of 2004.

| believe comrents were due tonorrow on
that 1SOs initial coments on this. So, it's
al ready underway and it's in play.

And that's it for ne.
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PRESI DI NG MEMBER GEESMAN:  Thanks very
much, Kerry. | appreciate your being here today.

Why don't we nove on then to the
presentations we've got scheduled for this
afternoon, and shift the focus nore to the
i medi ate problens facing the state's transm ssion
system potential, inmrediate, short-term
solutions; the inmpact on renewabl e devel opnent;
and the consequences of permitting uncertainty.

First up is Gary DeShazo fromthe | SO

Judy, should we have everybody cone up
simul taneously to just sit around the table, as we
had before?

MS. GRAU:. Yeah, if everyone would like
to; we've left out the nanme cards in order

PRESI DI NG MEMBER GEESMAN: That m ght be
nore convenient.

(Pause.)

MR, DeSHAZO Wl I, thank you, again,
M. Chai rman, Commi ssioners, for the opportunity
to be able to cone and speak to you again. | was
here the first time, and it was a great
experience. | think a lot of work has been done
since then, a lot of very good, positive work has

been done since then. And the 1SOis |ooking
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forward to the rermai nder of the work and actively
participating in that.

What | plan to do today is, | know that
there's an interest in tal king about the short-
termtransm ssion projects. |, because we have a
nunber of the other, the PTGs, here, and other
folks, 1'mgoing to let themtal k about the
specifics. And so I'mgoing to try to keep nmine a
little nore on the general side with regard to
transmni ssi on pl anni ng.

And | would al so just maybe call your
attention to the picture that | have here, and
think sone nore are going to show up later from
Morteza, but the poll is that for the Path 15
project. And that is sonething that has caused
quite a bit of excitement over, | think, the |ast
couple of years. At least at this point it's good
to see sonething that's going up, and a
transmi ssion project that | think all seemto
believe is the right thing to do, is actually
bei ng constructed.

So let's talk a little bit about where
the problem areas are. What |'ve done is take the
State of California and highlight its key areas.

And one of the first things that | really want to
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mention is | say problemtransm ssion areas, and
think I just pulled that off of the sheet. And
really that's probably not the right thing to say.
I don't know that they're necessarily problem
areas; that has, maybe, a bad connotation, given
the work that's going on. | need to say that at
| east for ny involvenent with the PTOs that are
i nvolved in the expansion plan process, that these
folks are doing a fantastic job in | ooking at
their ten-year expansion plans in their systens.

And so to say sonething like a problem
area is really maybe mi srepresented. | think
maybe a better way to say that or to put it would
be an area that we really need to focus on

But, what | have shown here is four
basic areas. W can start down in the south, San
Diego. | think that everyone is pretty nuch aware
that there are | oad-serving capability issues
there. There are a nunber of things that San
Di ego and ot her stakehol ders are involved with
that are trying to address those.

There's a small circle around the Devers
area, which is nore related to transfer
capability, and ultimtely |oad-serving

capability, also. Edison and others are involved
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with doing sone stuff there.

Sormre of these things are related to the
STEPP effort, which is the Southwest Transm ssion
Expansi on Pl anni ng Process. | suspect that it's
possi bl e that sone of the other PTOs will possibly
talk a little bit about that, and some of the
stuff that's happening there.

In the Tehachapi area, obviously that's
the key for renewables, some of the -- or the
efforts that are going on there. The |1SO actually
has approached this as an opportunity to | ook at
ways to integrate P&GE -- a portion of P&XE s
system with Southern California Edison's system

Quite frankly, the bottomine -- well
it doesn't provide all the transm ssion capacity
that woul d be proposed for what Tehachapi is, but
it's an opportunity to possibly tie the two
systens together to bring some benefits in terns
of integration. Now, that is sonething we'd |ike
to see at |east discussed further. And whether or
not that pans out remains to be seen. But at
| east we saw that as an opportunity.

PRESI DI NG MEMBER GEESMAN:  Woul d t hat
also facilitate greater inmports fromthe sout hwest

into the PGRE systenf?
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MR. DeSHAZO | don't think that it
would do that. | think that there's sone
opportunities, | mean there's always a
possibility. It has not been | ooked at that way
before. It's sonmething that we could certainly
probably |l ook at, but | think nostly it's the
opportunity to integrate some of the systems in
that area

It's not a very strong system as it is.
Which is, when you tal k about Tehachapi there's a
ot of stuff that really has to be done to make
all that work. Certainly if you're talking about
the nunber of negawatts that have been tal ked
about .

But | think in ternms of an opportunity
to possibly stage sone things that there night be
the ability to nove negawatts back and forth

I work nostly with PGRE, the Fresno area
is there. W're always |ooking for ways to try to
i mprove the | oad-serving capability for that area.
Al t hough the expansion plans that we have in place
are addressing that, but this is sonething that we
felt would be worthwhile to | ook at.

Last, but not least, is the G eater Bay

Area. O course, the oval there is much |arger
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than the others. Obviously it's a nuch |arger
area. It enconpasses the City of San Francisco
and the Peninsula, all the way down through Moss
Landi ng, San Jose, all the way across through the
Del t a.

PGLE has a tremendous amount of
transm ssion systemin that area. O course, the
Jefferson-Martin project is part of that. But
there's also a lot of generation that's there.

And a |l ot of new generation is being proposed.
And there's also the opportunity for existing
generation to be retired.

And | think that |ooking at it froma
vol tage stability perspective, a | oad-serving
capability perspective it's sonething that does
require attention. And | also think that there's
some opportunities that we would want to take a
| ook at for integrating some nore 500 kV
infrastructure into that area as it grows out into
the |l onger term

And obviously we're tal king about out to
25 or 30 years, certainly within that tinmeframe.
But, I"'mreally thinking something nore in the 10
to 15 year timefrane. So, it's sonething that

requires a lot of attention and things that we're
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wor ki ng on.

G ven the areas that |'ve tal ked about,

I thought that it might be appropriate to provide
an idea to everyone, sone of the projects, and
what actually has been occurring since the | SO was
first started up.

For 2003 the 1SO has, or wll be,
approvi ng approxi mately 21 projects that have been
proposed by the PTO. That represents
approximately $700 nmillion in capital investnent.
Now, you need to understand that that also
i ncludes the Jefferson-Martin project that's
slightly in excess of $200 million. So there's a
good portion of that there.

But there's a lot of transm ssion
infrastructure that's being planned by the PTGCs,
that's being proposed to be installed. Since the
startup in 1998 we've had about 271 projects
approved, and a total capital investment of
approxi mately $2.3 billion.

The main reason that | wanted to put
this up here is to illustrate that there is a | ot
of work that's being done. There's a |ot of
effort being placed in making sure that the

infrastructure is sufficient to nmeet the
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reliability needs of the area. There's a
signi ficant amount of noney that's being spent in
order to make sure that all this stuff works.

Now, I want to talk a little bit about
the grid planning process. This is sonething that
you' ve probably seen in other forums. Wat | have
on the left-hand side are sone process purposes.
These are sone of the things that we use as sort
of our objectives in terns of grid planning.
Obviously it's interconnecting generation; the
reliability aspects; insuring efficient use of the
grid; operations; congestion issues and ratepayer
benefit.

In 1998 we had a study process that
i ncl uded basically the mnimmfive-year plans;
the RMR studies; generation or connections;
determ nistic planning analysis or planning
standards. And we only | ooked at reliability.

Here we are in 2004 and you can nap
across over to the right-hand side. And the first
four things are the things that we're still doing,
the things that we'll be doing in 1998. But there
are a list of newthings that the 1SOis involved
in.

In 1998 we were reliability only; in
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2004 the 1SOis very much involved in pushing
probablistic planning within the WECC. That is a
tough thing to do. Not everybody's in agreenent
with that. But it's something that WECC i s
willing to consider. | think some of the issues
that we face is that people don't really quite
under st and what probablistic planning would do to
themwith regard to the type of transm ssion
requirenents that they woul d need.

Now, that's not to say that we don't do
sonme probablistic planning today, which we do. W
have sone criteria that's in place. But mainly
it's there to address lines that are, say, in a
comon corridor or comon rights-of-way, where
transm ssion needs to get built. And if you can
go through and show that the overall outage
history is very small, then you can be granted
what we call an upgrade, which would be if you are
required a level B, then you could be require
| evel C performance |evel in the planning
st andar ds.

So there is sone probablistic thinking
going on right now It's just a matter of can we
expand that to something that's broader than that.

Kerry mentioned the econom c studies,
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the -- econonmic stuff, the teamwrk that's going
on. The ISOis very much involved with that. She
al so mentioned the deliverability studies. The
I SO, | guess Robert Sparks, who is on ny staff,
has really been the primary person that's been
involved with that. He's spent a lot of tine
| ooki ng at the PJM nodel, which is where the 1SO s
current context for deliverability has cone from
We've put that on the table for people to review

Qbviously the | SO has sone strong
feelings about that, but there isn't any reason
why we can't have strong feelings about it. But,
it doesn't nmean that that's what will get done.
The fact is that it's on the table and we think
that it needs to be. And | think people are in
agreenent with us. So, now we just need to work
t hrough a process to get to sonepl ace that
everybody can be in agreenent with that.

And then subregional planning, nmuch like
Kerry had some things that she was very nuch
interested in, subregional planning is sonething
that 1| amvery interested in. And | think it is
an absol ute key process that we need to be
i nvol ved in.

The 1SO, in conjunction with a
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representative fromArizona, started the STEPP
process a couple of years ago. |It's an extrenely
successful process that was actually built off a
project or process that they called CATS, or the
Central Arizona Transm ssion Study, which was
sonmething that I was involved in when | was in
Arizona prior to the 1SO

But the concept of bringing people
together to tal k about what their needs were, to
see if you could find sone comon threads about
how you coul d build transm ssion infrastructure
that woul d be neet both generation and
transm ssion and | oad-serving needs. And that, of
course, was brought to the STEPP process.

The Northwest has initiated their
process. They call it NTAC, which is the
Nor t hwest Transmi ssion Assessment Committee. The
Rocky Mountain region also has a process they
started out, which | think it's called RVATS,
which is the Rocky Muntain Assessnent
Transm ssi on group

The SO is involved in all of those.
Terry Wnter believes it is an inportant aspect to
the long-term planning for California. He

believes that the 1SO has a role to play in those.
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And he wants us to be involved in those things.
And so we are. And we think it's the right thing
to do.

PRESI DI NG MEMBER GEESMAN:. \Wher e does
the protocol adopted by the Western Governors
Association fit into that in your mind?

MR, DeSHAZO  That's a question that |
really can't answer. | don't know what that is,
to be straightforward with you.

The overall sunmmary, | just |listed here
the people that the 1 SO works closely with. And
think the point on this slide is that we work with
a lot of different people. We hope that we work
well with all of these different folks. W
certainly believe that it is of great inportance
to California and our transm ssion system
devel opnent that we do this. And we're very proud
of our involverment in these different areas.

And so if there was ever any question
that we were sort of focused on California,
think that's a msnonmer. We're not. W're very
much focused on the outside. Some would say maybe
so much so that we're not enough focused on the
inside. | might have a different opinion about

that, but nonet hel ess, we do involve ourselves in
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ot her areas that would have inpacts on us.

Now, | thought | would throw this in.
VWhat's interesting is |I've heard this word, you
know, bal kani zati on, pop up a couple tinmes. Now,
| don't knowif I'mjust being called out, or
sonmebody's calling me a nane or whatnot, | --

(Laughter.)

MR. DeSHAZO: -- think it's sonmething I
need to think about a little bit nmore. But | can
think through this and | think that that is really
probably a very true statenent, froma certain
poi nt of view.

But |'ve been doing transm ssion
pl anning for quite awhile, and there's probably
some parts of that that nay be a little
m sunderstood with what the intent is. And
think that the |1SO needs to take responsibility
here for this.

VWhen we tal k about expansion pl anni ng
process it's a stakehol der process. It's neant to
be sonething that you bring into the public. And
I mean the bottomine is this is how the PTOs get
their transm ssion plans in front of the public.
This is how they conme forward and show, and tel

people, this is what we plan to do in order to
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nmeet the reliability requirenments that we have.
Now, there's economics thrown in that, but
basically it's reliability.

And that's fine, and | think that the
I SO, and | think the stakehol ders and the PTGCs, |
think they're doing a very good job. And | think
the process is working well

But there's a missing link here with
regard to what transm ssion planning really could
be, or the expansion planning process really could
be. And that is the opportunity and the forum for
those that have an interest in seeing sonething
done, to be able to bring their projects to the
table and say | think this has value; | think this
woul d be worthwhile to the California ratepayers;
and | think it's something that | would |ike for
you to take a look at. And that's what should be
done.

Now, we're not asking that they get free
i nterconnection studies; that's not the point.
The point is that we want to try to provide a
forum where people can conme to the table and
present their ideas about what they think; if
maybe they've got a better alternative

transm ssion line; or a better alternative to an
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upgr ade.

Alot of tinmes, at least in ny
experience, just the fact of sonmebody coming to
the table with sonething sonetinmes will start a
t hought process that you may end up better off
t han where you were before

| believe that to a certain extent the
I SO s probably failed in that extent. And | think
that that may be in ternms of how we | ook at how
the process is working today. |It's not as good as
it should be. And | would agree that it does need
to get better. And | think that the processes you
have goi ng on here, and the questions and the
i ssues that you're struggling with is one way for
that to occur.

O course, we do the generation
i nt erconnection process. |It's undergoing change
because of the FERC order in 2003. RWMR is like
the poster child, you know. It seened to be a
good idea when it was first devel oped, but it's
ki nd of hung on and hung on and hung on, and
agree, it is time for something to be done.

The SO is opening up a stakehol der
process to take a look at this. | don't know

where this will go. | know that there are a | ot
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of issues out there with regard to RVR.  Should it
be an annual contract; should it be something
| onger than that. We're kind of stuck in a
process sinply because it's approved by our board.
That's what everybody has agreed to. And we sort
of begrudgingly go through this every year

But the bottomline is the system has
local error reliability needs. And if you don't
do sonething to decide to | ocate those and
deterni ne what those are, you basically are going
to be left with a situation where either units
maybe are allowed to retire without any suitable
replacenent for that. O that you have narket
power issues in place. O reliability constraints
that are not being appropriately addressed.

Here's another thing where | think the
expansi on pl anni ng process can be inproved. PG&E
has been working very closely with the |1SO on
these. It's to sort of integrate some RMR

thinking into their expansion planning process.

Okay.

What we want is that -- why do we want
to spend, you know, x mllions of dollars on
running a generator if |I can go -- and that's an

annual expenditure that you nake every year --
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that | can go and spend, you know, sone noney on a
transmi ssion fix that's maybe over 30 or 35 years,
but it makes this other thing go away.

And it is absolutely inportant,
especially at least in terns of nmy group and
working with PG&E, and | believe that they are in
agreement with this, is that there's some things
t hat can be done that can help reduce the overal
RVR requirenment for the area

Now, having said that, | would al so say
that not all the areas fall in that sane sort of a
category. Southern California Edison's system
for exanple, it's alnost |like too good to be true.
They' ve got an extrenmely well built transm ssion
system RMR shows up as a need, but the question
has popped up, is it really related to RVR, or is
it really related to | oad grow h.

So, there are issues that are out there
that | think need to be addressed. And so we
believe that it's appropriate that we need to open
that process up. There's other things that are
goi ng on right now, both within the PUC and the
CEC. | believe the timng is right. And so we're
going to start to do that. The teameffort which

has been nentioned, deliverability and, of course,
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t he ongoi ng subregional planning efforts.

Areas of inmproverment. | think we talked
about nost of these this norning. | had nentioned
sonet hi ng about the buss |evel |oad forecasting,
sonmet hing that Arm e Perez has brought before you
in the past. That | think the CEC is very good at
doing this stuff. The thing is, is while you do
the aggregate part, | think the termthat m ght
have been used not too | ong ago, was granularity -
- when you tal k about Jefferson-Martin | can tel
you that the |load forecast that was used to
determ ne need is an issue, it's a big issue.

It turns out for this project, because
of its need, you could fall down to the | ow | oad
forecast and deternmine that this project is needed
by 2006. That's great for this project. The
problemthat | have with that is that if you're at
the low | oad forecast and you're just barely
getting there, what if the load is higher than
t hat ?

Wth the projected Ioad for 2003 in San
Franci sco was 900 nmegawatts. Qur peak was
actually 906. So, here you had a | ow | oad
forecast of 900, but you had a peak that was

slightly above that. That, to nme, is on the wong
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side of the fence when it cones to trying to plan
a transm ssion system | think, as a planner
thi nk you would want to rather be in the niddle so
that you could have some margin on either side.

But you have issues that conme up, well
you're going to have nore capacity than what you
need; and so you need to try to tine these things
in the best way possible. It's all great to talk
about, but the ability to actually acconplish that
is difficult. And so we hope that there will be
some good debate about some of these issues over
t he next com ng years.

PRESI DI NG MEMBER GEESMAN: On t hat
guestion, since you raised this at the energy
action plan neeting that we had, oh, a nonth or
si x weeks ago, Conmi ssioner Boyd and | have taken
that up with our staff. And indicated that at
| east from our perspective as the Committee
responsi bl e for the next cycle of our |oad
forecast, the 2005 cycle, that we would like to
see the forecast disaggregated to the |owest |eve
that the staff feels has sone nethodol ogi ca
integrity to it, so that it better neets your
needs.

And | think we've conveyed that as
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forcefully as we can. The coneback that we get
centers on, well, will we have adequate precision
di saggregated down to the buss level. And | think
the staff's initial belief is that based on the
resources that we've put into the forecasting
process, the answer is likely to be no. But they
agree that somewhere bel ow the surface area
aggregation that we currently do, it is
achi evabl e.

I guess ny underlying question is, is
there something wong with the permtting
processes that we use that inputes nore precision
to these tools than the tools are capabl e of
produci ng?

MR, DeSHAZO. Not to my know edge. |
think that the PTGs are responsible for doing that
today. | think they do a darn good job of doing
it. They've been doing it for years. They have
the tools, they have the capability and they have
the expertise and know edge to do it.

But for sonme reason it continues to come
into question. Arme's position, | think, has
been wouldn't it be nice if you had a state agency
doing that. That maybe brings that credibility to

the table for what it's worth.
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PRESI DI NG MEMBER GEESMAN: | think it's
credibility, and I think it's legal significance,
as well. And | guess ny believe would be that if
the PTOs can provide an adequately reliable
forecast down to the buss level it's beyond ny
conprehension as to why we can't. So, | nean
that's hel pful to know.

MR. DeSHAZO: Well, M. Chairman, | --
and | understand that this is a difficult thing.
The fact is, is that you're even entertaining the
notion is a great step forward. 1'Il pass that on
to Armie. | may get a hug out of it for that.
But, you never know, but --

PRESI DI NG MEMBER GEESMAN: Well, |'d
actually turn that around because | think the
analytic tools that we develop in our process are
of questionable value if they're not of beneficia
use to you and to the PUC and to the PTGOs, as
well. | mean there's no sense devel opi ng our own
approach or our own nethodol ogy and putting our
nane on it and saying, well, that's the way we do
it here, if it's not useful to the primary users
of our output.

MR. DeSHAZO | wouldn't want to |ead

you to believe that the information you provide is
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not useful. The 1SO does use it. But not -- it
hel ps us in terns of the overall aggregate and the
statewi de [ oad forecast that we do

I think that your information is used in
the summer assessment. There's a lot of work that
we do internally that goes into that.

But for transmission planning, for going
in and establishing need in order to fit with our
nodels, that if we can find a way to break that
down sonehow so that we can get that in and bring
that credibility into that, then | think that that
woul d be a great thing to do.

We want to continue to talk with you
about that. | don't know that Arnmie has talked to
the PTOs about this, although he has nentioned it
to them But |I think that at least if we can get
the conversation started and see where we end up
is a great step forward.

PRESI DI NG MEMBER GEESMAN: Questions for
Gary? O should we hold questions really unti
the end when everybody's had a chance to speak?
Why don't we hold questions then and nove forward.

MR, DeSHAZO  Well, actually | had one
ot her slide.

PRESI DI NG MEMBER GEESMAN: Okay. Sorry
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for interrupting.

MR, DeSHAZO  That's okay. You'd asked
some questions about consequences of an action
And as | |ooked at it a key thing that comes to ny
m nd, obviously, is the failure to neet our
mandatory reliability planning and operating
st andar ds.

Can end up in insufficient transm ssion
capacity to serve |load, which could result in |oad
sheddi ng or generation dropping. Both have dire
consequences if done at the wong tine.

| believe that there are overal
i ncreased ratepayer costs that cone fromthat.

You either have uneconom c dispatch that's
required in order to make the existing systemfit.
Equi pnrent mai ntenance is required but becones nuch
more difficult to do. W face this in the City of
San Franci sco today, where you sinply just put
custoners at risk because you do have to take
stuff out of service in order to fix it.

The just-in-tinme thinking that comes
about fromthis is that well, let's build this
such that just when we need it it'll be in
service. And | would challenge those to

reconsi der that kind of thinking with regard to
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transm ssion. They bring, |I think as Pat said
earlier this nmorning, they bring in a | arge bl ock
of capability at one tinme. And the intent is you
don't use it all at once. You're going to use it
over a period of time. And if you've done your

i ntegrated planning and your coordinated pl anni ng
wel | enough you can use that very well

And then obviously, to ne, there's a
val ue of service here which, when you look at it
froma ratepayers' side, are they getting the
service that they're paying for

Thank you.

PRESI DI NG MEMBER GEESMAN:. Thank you,
Gary. Next up, Kevin Dasso.

MR. DASSC | have sone slides that will
refer toit. Wiile I"mwaiting mybe | can at
| east share a perspective on the |oad growth
i ssue.

Havi ng been a veteran of three CPCNs in
the last three years, and actually one that's not
yet conpleted, it is one of the first things that
fol ks opposed to a new transm ssion project go to;
and the inportance of having an i ndependent
val i dated by an agency perhaps that's not

perceived as having a stake in the outcome is
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val uabl e in that proceeding.

Before | get started on the actual i st
of projects | just wanted to nmention that PGE has
been investing heavily in its transm ssion system
Over the last four years we've invested about $1.1
mllion in the transm ssion system and we have
pl ans over the next five years to invest another
$1.8 million.

We have just about -- at all tines we
have approximately 100 transm ssion projects that
are in various stages of devel opnent, either in
construction devel opnent or in the planning
stages. So there's a lot of activity taking place
in PGE s transni ssion planning, devel opnent and
construction area.

For purposes of today, though, |I'mjust
going to highlight a couple of key projects that |
thi nk warrant nmaybe being called out of that I|ist.
And that would be this slide here.

The first area -- many of these have
been touched on already, but 1'd just like to
provide a little bit nore perspective on them
These are short-termprojects that are in
devel opnent now.

The area of -- the way |'ve organi zed
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this is the area of the project, and then the
consequences. So I'll sum up the consequences
here as opposed to doing it at the end.

The first area is the San Francisco
Peni nsula. There's been some discussion of that
today already. The key project that we're | ooking
at there, we have several projects that are being
devel oped but the key one is referred to as the
Jefferson-Martin project. This is a new 230 kV
line extending just about the length of the San
Franci sco Peni nsul a.

The second area of focus is the Geater
San Franci sco Bay Area. W have two key projects
that we're | ooking at for devel opnent in the near
term Basically both of these are proposed to be
operational by 2005. The first is the Tesla-
Newar k 230 kV line, which is essentially a
reconstruction of an existing 230 line. And the
second project is the Mdss Landi ng-Metcal f 230 kV
line; also a reconstruction of an existing line.

In terns of the consequences of those
two projects, or excuse ne, those three projects,
are the consequences of delay or inaction are
continued reliance on inefficient, aging fossi

generation located in San Francisco, as well as
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the Greater Bay Area.

And then essentially | guess as a worst
possi bl e case, no action. We would end up with --
we being the collective we -- would potentially be
faced with having to install additional NOx
reducti on or other types of capital investnents on
real ly outdated generation, generation that should
be replaced or should be retired, as opposed to
being retrofitted.

PRESI DI NG MEMBER GEESMAN:  Now, will
those two upgrade projects require CPCN?

MR. DASSO. The last two, the Tesl a-
Newar k and Mbss Landi ng-Metcalf do not. They're
reconductoring projects on existing tower |ines.
The first project, Jefferson-Martin, does require
CPCN

PRESI DI NG MEMBER GEESMAN:  Ri ght, right.

MR. DASSO. There are sone ot her
projects | wanted to touch on where we are adding
addi ti onal transformer capacity which is
addressing a different way, such as a new pl anning
criteria that's being adopted now under the | SO
and various industry standards that all ows
essentially the addition of transformer capacity

to elimnate constraints in the event that we have
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a transforner |oss.

The consequences of delay on those
projects are the potential for |oad shedding in
sone very limted circunstances. Each of these go
through a test to verify the value of service, the
benefits to custoners to avoid that outage,
conpared to the capital cost of naking the
upgrade. These do tend to elim nate sonme of the
smal | er pocket constraints that we do have around.

DR. TOOKER: | have a question. What
ki nd of schedul e do you expect or have you had to
date on the two upgrades?

MR. DASSO  Excuse nme, on which
upgr ades?

DR. TOOKER: On the two upgrade
projects. What tinefranes have you pursued those
under, and when do you expect themto be online?

MR, DASSO Both of those are expected
to be operational 2005. They were originally
proposed in our 2003 transm ssion expansion plan
For upgrade projects like that, typically we're
| ooki ng at about a two-year cycle frominitia
proposal and adoption and approval by the 1SOto
actually construction conpletion.

DR. TOOKER: So there's a |lot nore
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certainty in those projects.

MR. DASSO There tends to be. There's
still sonme uncertainty, but by and |arge you don't
have all the uncertainty associated with the
environnental review and permitting aspects. Not
to say that there aren't environnmental issues, but
they are much nore easy to manage.

I"mgoing to shift to the next slide, if
| could, and shift the focus on renewabl es.

P&E' s been an active participant in the CPUC s
proceeding on really conming into conpliance with
the renewabl e portfolio standard, the transm ssion
pl an associated with that.

We devel oped an expansi on plan al ong
with the other 10Us that we filed with the
Commi ssion | ast year, which essentially provided a
fairly significant amount of information about the
transm ssi on upgrades necessary to support the
RPS. The plan was devel oped wi thout regard to
whi ch project would actually go forward, and even
who actually used the output fromthose projects.
It was essentially a reconnai ssance | evel plan.

It gave, you know, a sense of the types if this
devel opnent does occur what woul d be the expansion

necessary. And then it provided a fairly
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prelim nary expansion plan.

The projects that | tal ked about in the
first page, the Jefferson-Martin as well as the
ot her 230 projects, the transfornmer upgrades, al
of those are conplenentary to projects that were
identified by this renewabl e expansi on plan, but
not sufficient in order to neet the RPS.

We're | ooking at an additiona
i nvest ment of between $150- and $250 nmillion in
transm ssion projects that woul d be needed.
That's exclusive of costs associated with
generation, gen-ties.

PRESI DI NG MEMBER GEESMAN:  So these are
the network upgrades that you woul d envision

MR, DASSO These are network upgrades,
and also there's at |east one new line that's
pr oposed.

One of the challenges here is that
| ooking at the cycle tinme for a CPCN for 230 kV
projects, we really need to get started now if
we're going to try to accelerate certainly any
com ng into conpliance with these requirenents;
and yet we don't know which ones are going to
be -- which renewabl e projects are going to be

built. So there is a gap here.
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| guess for planning purposes we assune
about five years from conception to conpl etion of
a project that requires CPCN

In terns of the short-termand |ong-term
rel ati onship, on the last slide, our current plans
are really a no-regrets type of strategy. That
projects that we're proposing really work under
any of the scenarios that are described. And
there is a fair amunt of uncertainty,
particularly with respect to utility procurenent
pl ans, energy policy and so on. The projects that
we're proposing really work under any of those
scenari os.

As | nmentioned, all the projects are
conplinmentary to future scenarios; particularly
the internal Bay Area projects. |If you look at a
significant renewabl e conponent in the
procurenent, these are necessary in order to get
the renewabl e energy into the |oad, as well as
neeting reliability requirenments.

And then last is we're continuing to
|l ook at longer term And by and |large we're
| ooki ng at ten-year horizons in our assessnents.

DR. TOOKER: \Where does the RWMR focus

that Gary was tal king about earlier fall into al
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this?

MR, DASSO Cenerally we're trying to
i ncorporate that into our basic expansion planning
process. So to the extent, for exanple, the
projects that we listed on the -- the projects
that | highlighted, those all have RMR benefits.
And so -- the RMR reduction benefits -- we're able
to elimnate the need for RVR generation by
conpl eting those transm ssion projects.

PRESI DI NG MEMBER GEESMAN:  Thanks,
Kevin. Pat.

MS. ARONS: | have a presentation but
I'"'mnot going to try to take the time to get it up
and running on the projector. So I'll just talk.

I want to go back to this norning where
I don't think the question was asked what steps
need to be taken in 2004 and 2005. | want to make
sure | get ny issues in on that. This is really
where ny priorities are.

At the |l ast panel that we had in
Novenber | raised the issue of the air conditioner
stalling problemfrom Edi son's perspective, and we
really need to focus and make it a priority in
getting appliance standards for single phase air

conditioners, requiring themto have under-voltage

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

156
rel ays.

It is a real danger on the Edison grid,
that as long as it's a problemthat the grid can
withstand it's a self-correcting problem \When
the grid can't take it anynore everything goes
bl ack. And we've |ooked at a |lot of different
ways of trying to handle the issue, and the nost
el egant and sinplest is one that does require the
CEC to take that on as an issue. And that is an
under-voltage relay. So |legislation or appliance
st andards, whatever you can do is, | think, of
i mm nent inportance. And | don't want to forget
t hat .

PRESI DI NG MEMBER GEESMAN: And let ne
comrit to you that | won't allowit to be
forgotten. After the Novenber workshop | did
speak wi th Commi ssioner Rosenfeld about that. And
I know he had some contact w th Edi son over the
question, and | sinply have lost track of where it
ends up. But | will circle back and detern ne
that that's being properly addressed. And | thank
you for bringing it up again.

MS. ARONS: Thank you. | would like to
encourage the CEC to reinvigorate conmmunity

outreach activities. There was an energy aware
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pl anni ng gui des that were prepared; there were two
of them prepared in the 1990s.

And the first focused on energy use
i ssues; and the second focused on the energy
facility licensing. And these guides were usefu
to local county jurisdictions in encouraging their
review, their expeditious review of pernmits for
electrical facilities and siting; and encouraging
devel opers to | ook at economic alternatives, as
wel | .

And they were fairly enduring docunents.
But | think that what the CEC would be well served
in doing is going on a canpai gn and reconnecti ng
with those jurisdictions, making sure that they
are being used and enpl oyed.

I"d like to also focus on the whole
i ssue of corridor planning and devel opi ng what |'m
going to call environmental perspectives on new
transmi ssion lines. W have a very val uable
docunent with the statew de transm ssion plan that
was prepared for renewable resources. And there's
so nmuch that can be done with that docunent today
before we ever decide what gets built.

The first thing that we shoul d be

| ooking at is there are a | ot of biologica
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dat abases, G S databases, cultural databases that
map out sensitivities. And these databases are
of ten enhanced at the tine that you have a
particular facility in licensing. And now woul d
be the time to take a | ook at some of those
dat abases and spend nobney where you think it m ght
be possible in the next 10 to 20 years to build
transm ssion to i nprove data gathering; put in
data that you know is there so that we can begin
to develop a prelinmnary environnental
per specti ve.

You can al so |l everage that work to | ook
at preparing prelimnary perspectives on
environnental mtigation; doing statew de
strategies for how you're going to mtigate new
transm ssion. And you can also come to
concl usi ons about feasibility in terms of where
popul ation is, where growth is expected to be,
where housing starts are currently mapped out.

You can begin to deal with the whole issue of |and
use planning, not in a way that requires you to
directly decide I and use issues, but just in terms
of factual information, and devel oping a
perspective of feasibility.

So those are kind of mapping out ny high
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priority issues for things that we should be
| ooking at in the next two cycles of the energy
pl an.

The chal | enges. Like Gary DeShazo,
changed the problemtermto challenges. \What are
our challenges in the short termon transm ssion.
And within the next five years we have our annua
| SO assessnment that | ooks at particul ar projects.
We have a nunber of projects -- actually, we have
very few projects, nostly driven by |oad growth
requi renents.

We have a new transforner in the
ant el ope area serving load gromh in Lancaster
We are doing what we call a split of the
subt ransm ssion system CQur phil osophy for
pl anni ng and devel oping our grid is somewhat
different than PGE and San Diego, in that we have
a backbone high voltage system of 230 and 500.

And we have radialized subtransm ssion and
distribution facilities that, because of that
structure that we plan into the grid, we're able
toroll load as we have failures. So if we have a
115 line failure we're able to roll |oad between
di stribution facilities and so forth. So we have

a slightly different philosophy for how we plan
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the grid.

It's a fairly redundant phil osophy, as
well. And we've tried to do our best in keeping
up with the load growth requirenents. So we have
a systemin the Devers-Mrage area that the 115
line, because of historical reasons, was devel oped
to operate in parallel with the 500. Load has
grown to such a point where we're going to
radi alize and split the parallel 115 lines into
two radial systens with the capability of rolling
| oad between the Devers and the Mrage -- source
| evel s.

We have new generation interconnections
that are driven either by market generators or by
renewabl e procurenent requirenments. Tehachapi, as
you' ve seen, is a project that's been cited a
nunber of times. But I'd Iike to point out that
while there has been a | ot of focus on Tehachap
as a transm ssion project, that was really one of
the earliest of the renewabl e projects that Edison
began to look at. And we did it in advance of the
st atewi de pl ans bei ng devel oped.

But if you | ook at the Edi son statew de
plan we have facilities on our North-of-Lugo

systemto access geothermal in Nevada, in the
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Chi na Lake area. W have transmi ssion that was
necessary to be able to access geothernmal in the
Sal ton Sea area.

So we have a number of areas around the
Edi son system which has quite a bit of the
renewabl e resources that were identified in the
statew de plan. W have transnission plans for
all of that.

Tehachapi, while it got out of the gate
alittle bit earlier, really is part and parcel of
the procurenment picture. And the decision of when
to build Tehachapi really needs to be part of the
procurenent decision, itself. Part of that is the
chal l enge that we have in |icensing a project
where the northern term nus of the project is not
well known. Until we know exactly where the
generators are going to be |ocated, and what the
electrical facilities are that have to be built
specifically, even on the 66 kV collector system
trying to license a sonewhat ill-defined project
fromthe southern end m ght be fine; but at the
northern end you get into a real lack of what is
it that you're really trying to do.

Well, that's true of any renewabl e

project when you try to license in advance of
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knowi ng what generation you're trying to
i nterconnect. You do get into trouble. So
think we need to be cautious about trying to put a
proj ect out ahead of the licensing without really
knowi ng what it is we're trying to procure.

DR. TOOKER: Why was that not a problem
with say geothermal ?

MS. ARONS: \Which geothermal project are
you tal ki ng about ?

DR. TOOKER: You had said that you have
exi sting transm ssion support for renewables in
the Edi son area, including geothermal in Salton
Sea and --

MS. ARONS: | was tal king about the
statewi de transm ssion plan that was part of the
CEC s statew de renewabl e procurenent
identification. W haven't started |icensing any
of those projects yet.

But because we have those plans fairly
wel | defined, along with the renewabl e resource,
we have an opportunity to begin to do prelimnary
licensing work on that, on the projects that we're
-- and they're only transm ssion concepts. but it
gives us an opportunity to answer questions like

where do we think we'll be building transm ssion
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And what can we do today to facilitate the
construction of that transm ssion sonetinme in the
next 20 years, if necessary, to facilitate
i nterconnection of those particular renewabl e
resources.

We have our new Devers-Pal o Verde numnber
two project. W expect imrinently to be
delivering our technical studies and our economc
studies to the 1SO. W'Il be |ooking for the
| SO s review and approval of that project prior to
submitting it for licensing with the PUC. W
expect that that project will undergo a high
priority process at the 1SO. And we'll wait and
see what findings they're able to nake.

| think as far as the short-term
solutions that we've got, | mean we feel -- by the
way, Edison has focused on, for the |last five
years that the | SO has been in operation, we've
really made it an action itemfor ourselves to try
to manage the RVMR conditions that existed on the
Edi son gri d.

We, when the | SO was created, had over
6000 negawatts of generation under RMR contract.
And through a series of grid additions, including

vol t age support, capacitor additions and some |ine
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reconductors and transformer additions, have been
abl e to manage that nunber down so that we're
spending, | think, less than $30 mllion a year
now on RMR for our service territory.

The problemthat we get into is our RWMR
|l evel s are so low what's really driving that, we
think it's load growth that's driving that. And
it may not necessarily be a true RVR condition.
But we continue to grapple with the |1SO on those
i ssues.

I think just as far as the short-term
solution | think that for me it really cones back
to a CEC | eadership and comunity outreach, and
deci ding how we're going to do energy facility
pl anning, in particular. And really reflecting
soci etal preferences in how we go about doing
that. Through corridor planning; through
incorporating in city long-term plans; provisions
for energy facilities, whether it's corridors or
di stribution facilities, as well, we think that is
really where the roots of the transm ssion should
reside, a transm ssion vision should reside.

A plan for developing the electric grid,
as a whol e, transm ssion and distribution should

be rooted in a comunity planning process. For
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us, that's a very inportant objective that the
Ener gy Commi ssion shoul d exercise | eadership in

So, thank you.

PRESI DI NG MEMBER GEESMAN:. Thanks, Pat.
Davi d Kori nek.

MR. KORINEK: 1'd like to address what |
feel is the nost imediate transm ssion problemin
the state, and that's that our |icensing process
is broken. Even casual observers of the process
in California quickly come to that concl usion
that the licensing process in Californiais
br oken.

As | think about that and the causes of
that, | personally believe that one of the causes
is that the state has | ost a concept of what is
t he public good. SD&E, as PG&E, is also a
proponent in various CPCN applications over the
past couple of years. And that has been an
exanpl e of the process that |I'mtalking about, and
the flaws in the process.

VWhen we bring a project forward and nmake
a decision to submit an application for a CPCN we
take that as a serious decision. W don't arrive
at that decision as a proponent unless we believe

the project is in the public interest.
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Contrary to what some of our critics
sonmeti mes accuse us of, we do not bring projects
forward because we feel they are in the corporate
interest. It's a nmuch nore serious decision than
sinmply deciding is a project in the corporate
i nterest.

So we're making a decision to proceed
once we feel that the project, and the SO s
concurrence of the project, is in the public good.

| appreciate Kerry Hattevik's
presentation earlier this afternoon about the
efforts that the PUC is currently making to fix
problems in the licensing process. But as | |ook
at her slides it appears to ne they all have to do
with the need side of the equation. | didn't see
anything in the nmeasures that she addressed that
deal with the routing side of the equation. And
the licensing process involves both. So
appreci ate the steps they've taken, but they do
not go far enough

Certificate of public convenience and
necessity. Interesting exanple of how that
process is broken is our current M guel-M ssion
nunber two proceeding. Both SDGE and California

| SO have denonstrated that that project costs the
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consuners of California, or | should say that that
congestion problem costs the consuners of the
State of California sone $40 million to $50
mllion a year

Even the CPUC agreed with that finding
in the AB-970 proceeding. And as a result of
that, we filed for a CPCN in June of 2002. Those
costs continue to accrue to consumers, and we're
now in April of 2004 and we still do not have a
final environmental inmpact report for that
project. And the bill for $3.5 million a nonth to
t he consuners of California continues to come in
month after nmonth after nmonth. Qur |icensing
process i s broken.

| also think about the |ocal community
role in the process. It appears to ne this is
anot her area where the state has lost a vision of
who is the public and what is the public good.
The public is not just the communities that are
al ong a proposed transm ssion corridor. They are
part of the public. The public is the people of
California. And I'mconcerned that it appears in
our licensing process that some of our |icensing
agenci es have been unable to see the difference

bet ween t he two.
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At the current time licensing in
California is still a California process. But |I'm
concerned that if the process renmmins broken, and
if the process cannot be fixed by Californians,
that what we're facing is a federal process, the
need for a federal backstop to a broken state
process.

| believe the future is in California's
hands. We have a choice to nake the process work
and address it as Californians. W have a choice
to let the process continue to be broken and defer
to a federally assisted or nmandated |icensing
process. | would rather see the process stay in
California.

Those are ny thoughts.

PRESI DI NG MEMBER GEESMAN:  Well, I'm
going to resist the tendency to respond in any
detail because |'ve been sworn to nore diplomatic
behavi or here in the last couple of nonths. But |
do strongly endorse and enmbrace each of your
remar ks, and think that your company and your
ratepayers have borne the burden of a state
governnment's indifference and i nconpetence in this
area for the | ast several years.

I'"d actually like to see your statenent
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transcri bed and included as a bill stuffer for
every custoner's bill in California, because
think it's a problemthat has not received enough
attention. | think slowy state government is
starting to understand, and |'m hopeful that we're
able to correct some, if not all, of those
problems in the next few nonths ahead. It's a
daunting chal l enge, and there have been a nunber
of people bearing that sanme banner for quite sone
period of time. It's difficult to get the nessage
across.

But | thank you for those remarks, and
want to |let you know that certainly this
Conmi ssion, and | think a lot of others in state
government, share your views.

Morteza.

MR, SABET: | don't know if | can follow
Dave on that note. But | do synpathize with his
passion, as well as Pat's. | think that's an
i ssue that seriously need to be addressed. That's
no way to run a railroad.

Just want to give you an update, as
requested. Don't ask me to give you an update for
the problemwe have -- | wasn't prepared to talk

about the renewabl e and other issues, just the
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Sacranento area and the Path 15, if you allow ne
to do that, | appreciate it.

Western just -- bear with me, Western is
a whol esal e power and transm ssion provider in the
15 western states. W don't have any end-use
custoners that we actually control the | oad of,

i ncluding Recl amation. W are basically spread in
15 states and geopolitical diversities of --

The Sacranento or Sierra Nevada region
of Western is basically over the old watershed
boundari es on nost of our transmission is in
northern California, basically north of Tesla. W
have custoners in Nevada and custoners beyond our
transm ssi on boundary on PG&E, and sone in
Edi son's territory.

The Sacranento area transm ssion problem
was identified back in the '80s when Rancho Seco
was basically up and down. And SMJD basically was
goi ng through the change at that tinme. Because we
were planning the systemw th or w thout Rancho
Seco in every study that we did.

Subsequent to that and the | oad growth
of the 1990s had aggravated that situation even
nor e because SMUD annexed the City of Folsomto

the east. And as you well know, the |oad growth
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towards the north and the south, as well as the
eastern part continues to grow.

We took the coordinated planning notion
inthe early '90s after the Energy Act very
seriously. Opened this project up to the world,
basi cally, asking others that were accusing the
utilities, basically, naturally planned for
transm ssion line, to come up with alternatives to
fix the area problem i.e., either by load or
resour ces.

Lo and behol d Cal pi ne basically showed
up in 1977 and we definitely encouraged them since
they were willing to |locate the generation near
the load center. And at a tine when |icensing
which is the first nerchant power plant in the
state canme before the Conmi ssion, Western
recommended the transmi ssion reinforcenent for
that plant be staged.

The stage one for renedial action,
because Cal pine very clearly articulated they're
not in the transm ssion business. Stage one
basically had | ocal supervision or renedial action
control that automatically look at the |ine
| oadi ng, and the generation output at just the two

together. So we basically mintained the line
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loading within the reliability criteria.

Subsequent to that we also | ooked at a
numer ous dose of blue lines that you see, 230 and
500 kV alternatives. And during this tine, after
Cal pi ne went online, two other power plant
devel opers canme to the area. But unfortunately by
the time we got the principal all set up, they
went belly up. And we are back to where we
started.

The area utilities nanely in this area
base is SMJUD, which is about 90 percent of the
| oad; and Roseville, which is the remaining 10
percent. PG&E transmi ssion is around the area, is
not that sensitive to the area load that is
conposed of those utilities.

If you look at this diagram actually
conmplinments of the Energy Conm ssion, the SMJID is
right in the mddle, and those areas | just
hi ghl i ghted for you to show where the generations
that are being proposed conming in; that's Cosumes
Power Pl ant on the southeastern part of the
county, and Roseville's Energy Park, near City of
Rosevi | | e.

Basically the area is an electric island

with two connections with PGRE to the east; two
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with Western from south and the north.

Due to characteristic of the system
during the sumertinme these |ines, are about 100,
200 nmiles long, are | oaded beyond their --
| oading. The area inmports about two-thirds of
their need fromoutside. So we do have an acute
thermal overload. This year | think we have I|ike
21 or 22 that triggers to the ranping of the
generation. 1'll disclose that inalittle bit.

That basically there are 20 or 30
triggers that you know i n advance that causes
basically the systemgoing to orbit, that you have
to either shed | oad or shed generation to manage
the reliability. And we are very conscious of
that, and I conmend SMJUD for doing an excell ent
job to recover from Rancho Seco by all the short-
termmtigation. But we are running out of head-
room not a lot of roomleft on the system

In addition to that, we are working with
the Commi ssion Staff, and we just installed these
real-time line nonitoring devices on the |lines on
the north, and will do soon for the lines to the
south, to nmake sure how nmuch we can push the
system Do we actually have the adequate safe

margin in our transm ssion lines to push the
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system even hi gher.

So, the environnmental inpact statenent
that we did started with Florida Power and Enron
being at the table at the tine. W were basically
going to fix the transm ssion in the area on a
participation or coordinated fashion with all of
the | oad-serving entities and the generator in the
area basically pitching in and sharing the cost of
t he burden, as well as the benefit.

But unfortunately, by the tine we got
that going, they left the scene. But we did,
neverthel ess, conplete an environmental inpact
statement; the details of the timeline is there;
and we have an extensive site on our website that
you can | ook at that has all of the information in
it.

Basically the area, at least in the near
term we need to build about 26 mles of double
circuit 230 line to elimnate the renedi al action
that is going to be nore and nore frequent if
nothing is done. Because as the area |oad goes
up, which is about 150 and 200 negawatts a year
we have to bring this other generation down
accordingly to basically prepare ourself for post-

contingency operation. Oherw se the system may
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not be under our control

So that is why it is needed to build
those two circuits, as well as reconductoring our
lines from Al berta all the way to the south. This
is about $60-, $70 million project, but we have
yet to find a source for financing because of the
particular situation we are in, Western, as a
federal agency. But we are working with our
customers, as well as others, to | ook for
solutions for this.

But this is by no neans is a long-term
solution. This is only short term because by the
time we conplete the $70 mllion project we wll
be in exact same situation we are in. W have no
head roomin the transmi ssion for additional |oad
growm h.

We just recently studies |onger term
option that we have studied in open forumw th al
the utilities in the area, as well as the
generator. |If generation is basically |ocated
within the area, anywhere around the Sacranento
area, obviously that's the best solution. But if
t hat cannot be located in the area, transm ssion
is the next best option.

And just recently we | ooked at an option
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that we had | ooked at a few years back, like in
1999. Looping of the Table Muntain-Tesla into
our Elverta substation, which is just north of the
airport. It's about ten mles line. It will be
just like putting a 620 nmegawatt power plant right
there at that point. Granted, that is not the end
of it. You have to fix sone of the upstream and
downstream and al so address the greater grid
i mpact. But, nevertheless, that's one other
solution that needs to really be pursued.

Next | give you a short update on Path
15. That project is well underway. W have a
really nice site that has all of the construction
progress pictures and some video clip, as well
That project is basically a couple three years to
put us in the loop with the project. And it is
going to be conpleted by the end of the year

As you all know, Path 15 is the only
link of intertie fromPortland down to southern
California that has only two lines. This
contractor is using basically both the helicopter
operation as well as the ground crew to install
We have two types of structures, lattice steel and
then single shaft in areas that we had to mtigate

for environnental, or the access was an i ssue.
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They're actually pretty slick. Since | was
i nvol ved in the construction of COTP, the work is
staged very well; there's a great deal of
efficiency in construction and fairly safe.

They stage the circuits -- the towers in
line, next you know, it's on. And this is
basically the lattice structure -- | mean the
single shaft towers that we are using in sone
areas now. About one-third, | think, is tubular
steel; the remaining two-thirds is the lattice
structure.

PRESI DI NG MEMBER GEESMAN:  Coul d you
el aborate a bit on -- you said there was a
fi nanci ng question on the Sacranento project?

MR. SABET: Yes. Miinly because Western
does not have the | oad-serving obligation, |oad-
growm h obligation, only whol esal e transmni ssion
provi der and basically federal power, allocated
federal power to public agencies, so we do not
have a | oad growth conponent in our federal power
obl i gati on.

So that basically puts us in the kind of
peculiar situation, because our transmission is a
bri dge between the source and the sink. And we

have tried by Congress in their ultimte w sdom

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

178
have not basically granted us the financial access
to do this kind of stuff. But time will tell.

PRESI DI NG MEMBER GEESMAN: Do you have
the statutory authority to enter into a lease with
a private party to pay for the line?

MR. SABET: That's what we did with Path
15, | think. But that one was |egislated by
legislation. It is not an automatic. But | think
in the Sacramento area, when Florida and Enron
were at the table, we were discussing exactly that

concept. That they would basically buy their

wheel ing upfront, and we'll finance it and we'l
basically credit their bill for the services
provided. And we're still open to that.

That goes for our customers or anybody.
We' Il take anybody's noney.

(Laughter.)

PRESI DI NG MEMBER GEESMAN. Thank you,
Morteza.

MR. SABET: Sure thing.

PRESI DI NG MEMBER GEESMAN:  Mar k

MR. WARD: | think for the time we'l|
forego the PowerPoint presentation, but | wanted
to give you an idea as to the planning process for

Los Angel es Departnent of Water and Power.
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As you know, the Los Angel es Depart nent
of Water and Power is a vertically integrated
utility, owned and operated by the City of Los
Angel es.

We go through what's terned as an
i ntegrated resource plan, which the |ast plan was
approved in the year 2000, and is currently being
updated, with an expectation to be approved again
this year.

Qur main concern, of course, is how do
we serve our native |oad customers. And because
of that, our focus ends up being native |oad
driven with looking at reliability, and we al so
| ook at community concerns, and we al so take
comunity input on that process.

Also we try to avoid having too many
eggs in one basket, which tends to push out sone
of our procurenment to other regions. And in that
particul ar process we've taken a coll aborative
process where we joined with other utilities,

Sout hern California Edison, the Salt River
proj ect, Nevada Power and ot hers.

And in that approach we've tried to | ook
at local issues versus regional issues. On the

| ocal issues, we can take generation
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transm ssion, distribution solutions and we can
put them together such that no one problemis
considered in a vacuum

So in some instances we've been able to
shift sone | oads around our systemto alleviate
some of our l|ocal problens. W' ve also been able
to build sone local circuits that would probably
not concern people outside of our local grid, such
as a 230 kV circuit in the Hollywood area. W
also built a newcircuit in the Van Nuys area, 230
kV to support our | oads.

In addition to that, we've been able to
take into full consideration the costs of RMR
versus generation, and nake an econom c choice as
far as what is the nost cost efficient method of
suppl yi ng transm ssion i ssues over on the east
side of our system CQur newest repowering wll
of fset one of a 230 kV project that was schedul ed
for next year. So that project will be delayed as
our systemloads will catch up with that.

Probably sometine in the year 2012 or so.

Al so, on a local issue, is that we've
had some issues out at Syl mar substation. Those
particul ar issues have, at times, forced us to

derate the DC to make unecononi c redispatch to
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accomodat e fl ow and those types of things. This
year we are installing a third transformer at
Syl mar switching station; and that will double the
capacity out of that station. And we believe wll
mtigate nost, if not all, of the flow issues out
of Syl mar.

Addi tionally, we have participated in
the east of the river projects. W've
participated with WECC in the regional planning.
W' ve participated with STEPP. W' ve al so
participated with WATS, as far as trying to
i ncrease existing capacity so that existing
capacity can be utilized nmuch closer to their
thermal limts.

The question was asked what we believe
t he consequence of inaction for some of the east
of the river projects. Wthout increasing the
capacity for east of the river, we see increased
flow mtigation. And by that, | nean we will
probably see nuch nore uneconom c redi spatch of
generation if we cannot get additional capacity
com ng across the river

| think it's been pointed out in some of
the other presentations that we will also end up

relying on an aging infrastructure on both sides
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of the river, which, while it can be nmaintained,
will subject us to a greater number of outages.

So how do short-termsolutions fit as
far as the east of the river concerns for Los
Angel es? We believe that with the short-term
fixes on east of the river, as far as increasing
the stability Iimts east of the river, will give
us greater ability to site resources, both in
sout hern Nevada and on east of the river. W will
al so be able to provide additional transm ssion
access, at least on the DW system while the
| onger term solutions are | ooked at for getting
additi onal generation into the Los Angel es system

| wanted to point out excess
transm ssion for Los Angeles is currently posted
on the Los Angeles QOasis system On April 1st,
DWP, along with | believe 18 other transm ssion
provi ders throughout the west, started up an Qasis
system on WesTrans, which will provide access to
transmission in real time froma nultitude of
providers all at one site.

So, in conclusion, Los Angeles strongly
bel i eves that generation, distribution and
transm ssion solutions should be | ooked at all at

one time to come up with the best solutions.
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Regi onal planning, in collaboration, should begin
with our |ocal requirements being net. | think
that the local requirements have to be | ooked at
for all participants when you're in a
col  aborative node, both for the out-of-state and
for the in-state participants.

Thank you.

PRESI DI NG MEMBER GEESMAN:  You cane
t hrough the 2000/ 2001 period pretty well, relying
on your own resources. So | approach this
gquestion with a little bit of trepidation. What
do you think state government can do for the City
of Los Angeles in the transm ssion area?

MR, WARD: | think the state governnent
can go back to having a nore standardi zed
envi ronnent al process such that people can
actually get these projects through and permtted
in atinely fashion. That the standards are known
upfront, such that you're not going into projects,
and then hal fway through the project finding that
there may be some environnmental concern that
wasn' t consi der ed.

PRESI DI NG MEMBER GEESMAN: Thank you.
Jim

MR. FEIDER: Thank you. | wll limt ny
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remarks to a coupl e pages of recommendations. |
have prepared a witten statenment for the record,
and I'Il try to condense, since there was a | ot of
background set for this discussion earlier today.

I would just summarize this norning' s discussion
frommy perspective as kind of getting back to the
basi cs, recognizing that transm ssion is a |ong-
terminvestnment; and that transmission is there to
get the kilowatt hours fromthe generator to the
load. And a lot of the needs and the planning
perspective is driven by the resource adequacy

t hat we chanpi on.

A comrent was made this norning about
perhaps a good share of the transm ssion isn't
under the | SO and insinuated that that was a bit
of a problem | would just observe that col ored
maps can be a bit deceiving at times. | would
like to comment that the Pacific AC Intertie is a
coordi nated system including the Transm ssion
Agency of Northern California' s portion of the
Cal i fornia/ Oregon Transm ssion project.

We are noving forward in a changi ng
paradi gm and just |ast week P&E filed at FERC a
repl acenent approach for the coordinated

operations agreenent of the Pacific AC Intertie.
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That agreenent focuses on a single-path operator
which we certainly agree there needs to be a
singl e-path operator. But when it conmes to the
rights to use that transm ssion grid, the
nmuni ci pal busi ness nodel is nmuch different than
t he 1 SO busi ness nodel

We're not saying that ours is the only
way to go, but we want to preserve our rights to
do so. And we think there is strength in that
diversity.

Wth respect to the short-termfixes, in
many respects we'd just say, fix it, dam it,
whi ch we' ve been saying on Path 15 for over two
years. TANC would |ike to have participated in
that project, but we couldn't get value for our
customers out of it. But we still chanpion, both
politically and locally, the need to fix that
project, so we support Western, Trans-Elect and
P&E nmoving forward. | would al so agree that
that, perhaps, is an exanple of a broken siting
and permtting process here in California.

Simlarly, we have the same approach
toward the M guel substation, and the fact that
generation was brought online without a way to get

it to where it needed to go.
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We think that we ought to continue to
devel op, and subsequently inplenment, additiona
strategic transm ssion outside the State of
California to nore robust basins, supply basins,
i ncludi ng the Rocky Mountain region, the desert
sout hwest, and potentially the Canadi an provi nces.

Wth all the effort that's going on with
regard to transm ssion planning, |'mwondering if
there may be a disconnect between the ability to
pl an transmi ssion and the perspective of a
resource supply standpoint. | would hope we could
just dialogue with other states, perhaps close the
gap between our ability to plan and coordinate
transm ssion, and our ability to plan and
coordi nate the broader perspective of getting
resources to | oad over that transm ssion

We think that the state shoul d encourage
and enpower those responsible for serving
custoners to broaden their resource portfolios to
i nclude fuel diversity, geographic diversity,
renewabl es and energy efficiency, as well as
resource deliverability. The deliverability issue
seens to be conming back on the radar screen.
We're encouraged by that. It never |eft our radar

screen during the height of the energy crisis.
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If | could digress for a m nute on
energy efficiency and demand side, the City of
Reddi ng, as you may be aware, gets a little bit
warmin the sumertime, and we are a very peaky
system And so our needs, what we could do on the
demand side, on the custoner side, is different
than our brothers and sisters in the nunicipal
area in the Bay Area

But we are doi ng what makes sense for
us. We're |ooking at an aggressive programin --
storage to shift load offpeak to relieve the
transm ssion, which will result in sone relief on
transm ssion. W're |ooking at ground source heat
punps in a way that we would help invest in the
capital to make those pencil. That also is a nore
efficient way of cooling and heating our
customers' needs.

A couple years ago we took the lead in
changi ng our rebate programon air conditioner
repl acenent, where we no longer will rebate a SEER
12. And we put nore enphasis on rebates in the
hi gher SEER where it will do nore good. All of
those, we think, goes to taking pressure off of
the transm ssion grid.

I"d like to conplinment the transmi ssion
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pl anning staff at the 1SO. | think they have one
of the nost talented groups in the country. They
do a good job of putting the plan together. But,
as |'ve said before, there seens to be a
di sconnect in the market nodel of what it takes to
|l ook at this at a conprehensive |evel.

We think that the | SO market paradigmis
at odds with the rest of the west, and those
issues will nmake it harder to plan transmi ssion in
a coordi nated way.

| woul d observe that the RMR issue, |
believe, is synptomatic of this market structure
bei ng somewhat broken. And as ny col | eague next
to me from Los Angel es pointed out, we've been
continuing to take a vertically integrated
approach towards serving our custoners.

We certainly do agree that it would be
hel pful to inprove or streamine the state's
approval process for the investor-owned utilities.
And as | said this nmorning, | believe it would be
wise to halt the California SO s MDO2 and LMP
efforts; put the brakes on that while we take a
hard | ook at transm ssion planning on a regiona
basi s.

Also, as | nentioned this norning, other
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parts of the country have put the brakes on, for
exanple in the State of Wsconsin, as well as the
seven governors in the south that recently wote
Presi dent Bush to sl ow down FERC s push for a
mar ket - based transm ssion system

I would just suggest a word of caution
when it conmes to application of technology. |
woul d certainly support the |atest technol ogica
advancenents and | ooking at what it would take to
get the nobst out of our system but | would be a
little careful about squeezing all the margin out
of the transm ssion system so that there is no
margin | eft for Murphy's Law or other nature's |aw
when it comes to statew de heat waves. | would
suspect our transm ssion planners would tell you
they typically don't plan the transm ssion grid
around a statew de heat storm So, technol ogy
woul d be good, but be careful about pushing too
hard to squeeze the last bit of margin out of the
system

Let me just wap up by saying that for
the City of Redding and the Transm ssion Agency of
Northern California, the munis, in general, we
will continue to plan our custonmers' power needs,

both short- and long-term We will make
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appropriate investnents in those needs. W will
seek to develop a diversified portfolio. W wll
support strategic transm ssion devel oprment, both
within and outside the state, as long as there's
val ue to our custoners.

W will continue to take a long-term
view and insist that the delivery of generation is
best achi eved through firm physical transm ssion
rights. W will proactively seek opportunities to
engage in the collaborative actions that can
benefit all Californians.

And | want to extend ny appreciation to
the Commi ssion and its staff for identifying one
of the nost critical issues and focusing attention
again on the basics. Your efforts here today are
an inmportant step toward fulfilling our individua
and coll ective obligations to the people of
Cal i fornia.

Thank you.

PRESI DI NG MEMBER GEESMAN: Jim in your
written remarks, at a point there on page 5, where
you say, let us use the costly | essons that have
been | earned at the M guel substation. | wonder
if you'd elaborate on what you think we nay have

| earned at M guel ?
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MR. FEIDER Vell, ny

menber from San Di ego, | think

fell ow panel

appropriately

poi nted out the $40 million per year increased

costs to the consuners of California. And,

woul d suggest that perhaps policynakers were too

distracted with other things to

focus on

concentrating on getting that fixed and in a

timely basis.

191

PRESI DI NG MEMBER GEESMAN: Yeah, | guess

I'd amend your remarks to what we should have

| earned fromthe Mguel substation. It was, |

think, two years ago this nmonth

-- | was still on

the 1 SO Board -- when we approved the M gue

substation inprovenents; we told there was no

opposition to the project at the time. Cearly

had a green light. [I'mnot certain what could

have | ooked like a nore attractive project from

state governnent standpoint.

And as Dave said, two years later we
still don't have a final EIR  And we're about,
guess, to lose another sumer in terns of its
antici pated online date. A 30 to 40 million
annual projection does keep rolling on. |'m not

certain we've | earned anything yet.

And | think the challenge in front of
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all of us is to avoid having that sort of thing
happen again. But we said that after Path 15; we
said that, or sone of us said that after Valley
Rai nbow. So, our record isn't real good. And
think we've got alot to learn fromthe record
t hat has been devel oped.

Let me turn it over to the public,
though. Are there questions or coments that
menbers of the audience would like to share with
us? Hal.

And for our reporter you should identify
yoursel f before you start speaking.

MR. ROMANOW TZ: Yes, thank you. [|I'm
Hal Romanowitz, Oak Creek Energy. And | wanted to
just add a few thoughts in that | think the
di scussion that we had was extrenely good and
hel pful. And, of course, we, maybe selfishly or
not selfishly, think a I ot of Tehachapi, as we go
t hrough the planning process, but | think this
whol e process has to work very well on a broad
basis. And | think that the issues, sort of as
we're | ooking at it, and how it needs to fit in
are very inmportant. And | make nmy comrents in
that |ight.

One of the inportant things that | Kkind
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of gather fromhearing here is there is a |ot of
t hi nki ng of the future based on the past. But, to
a certain degree, | think we can make nore
progress by thinking of the future and pl anni ng
for the future based on what the future is nore
likely to be. Sort of an oxynmoron in the end.

And by this | mean that, for exanple,
and | think that the hell that Pat has gone
through for so many years in Tehachapi is very
significant, and is an excellent |esson | ooking
into the past. And when you project into the
future those same things, it creates an extrenely
difficult planning scenario. However, that
probably doesn't have to be.

For exanpl e, |ooking at how you
integrate a significant amunt of wind into the
grid. Wth rule 21 in particular, with FERC 2003
now being out, and with the | atest version 2003A
just being out, and there's an appendix G
associ ated with 2003A that is very significant.

Now, at the present tinme that appendix Gis a
bl ank pi ece of paper, but it's not going to be
bl ank very | ong.
And | think the lesson fromthis is that

where wi nd energy has been, you know, a difficult
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i nducti on machine in the past, difficult to
integrate with the grid, that what is, | think,
undoubtedly going to be out there and it may be
surprisingly to many people, is a generation
technol ogy and capability that is extrenely
utility-friendly, transm ssion-friendly. And when
you think of integrating that into the grid, it is
-- | think it makes the job nuch easier, for one
t hi ng.

So | think that that is very inportant
that we consider that and consider what the w nd
projects of next year or the year after will be.
And those things can be well defined, and it's not
magic, it's not isolated to any one entity. And
it will be out, I'msure, very soon froma FERC
standpoint. So it will be wi dely out and shoul d
make the planning process very easy.

Secondly, as you |l ook at --

PRESI DI NG MEMBER GEESMAN: Let ne stop
you, Hal .

MR. FEI DER:  Yeah.

PRESI DI NG MEMBER GEESMAN: Because | had
understood Pat's point to be we don't knowif it's
next year's wind project, or two years' w nd

project fromnow, or five or six years from now
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How does a different technol ogy address that
tim ng question that she has to face?

MR. FEIDER: Ckay, that's a very good
point. And what | was trying to say is that |
believe it's clear that the wi nd turbines that
will be required by appendix G are very utility-
friendly regardl ess of what they are. So that
they're not the unfriendly things that Pat has had
to deal with in the past.

And secondly, when you | ook at Tehachap
there is already very substantial |and use
pl anning; there's a defined MEA area; there's a
defined resource. And when you | ook at that and
say that if you do a substation one according to
the present plan that exists, that is
strategically located in not a very bad | ocation
So that you could accomodate virtually anything
within the current MEA area of Tehachapi, which is
at | east 800 negawatts worth of projects; already
| and-use planned that there is the ability to go
forward, | think, with sonmething that makes
substantial success possible.

And if we don't go forward with it, if
we allow the uncertainties to sit and wait, we

are, as a state, going to | ose enornmous econom c
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benefit associate with the PTC, which is likely to
be phased out not very many years into the future.
So that the incentives that are hel ping wi nd now
are going to start phasing out at sonme point in
the future. When, we don't know. But, that's a
significant econom c benefit that will no | onger
be there to be taken. So we either have
transm ssion to utilize it, or we're going to | ose
t hose benefits forever

If we don't have the conpetition from
Tehachapi, which, again, everybody says the proof
is in the pudding fromthe bidding, but what we do
all know is that Tehachapi is alnost certainly the
best resource in the state, the best capacity
factor, inexpensive |and, good permtting, MEA
already in place, so that you can get a |arge
nunber of projects bidding conpetitively, |owering
the cost of the bid process, |lowering the cost of
the RPS. And without Tehachapi, w thout feasible
transm ssion you're going to lose that. You're
going to | ose significant econom c benefit to the
state, again.

And t he consequence of all of this is
that by not pushing forward on Tehachapi you're

going to force the RPS to be net by out-of-state
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resources so that all of the economic benefit that
we're doing with the RPS is going to go to out-of -
state producers, out-of-state nmoney, out-of-state
gain. California will have created the market for
peopl e other than Californians. And | think
that's | ess than a desirable scenario.

VWhat | think has to happen is that, you
know, the phase one process that SCE |aid out for
Tehachapi is a good process. | think that, you
know, workshop or in other discussions, it would
become clear that there are substantial additiona
benefits to that particular process, or that
particular line that will accrue to the state in
the transm ssion planning process over tine. So
that that plan could go forward with a very high
probability of success, with significant gain to
the RPS process by going forward.

If it doesn't go forward it's all |ost
for this time. So | think there is great urgency
toit. | think that with some di scussion, sone
back and forth working, that it can be made cl ear
that this can be a general process, not
advant ageous to any one supplier or that sort of
thing, can go forward on an econonic basis. And

that it can make the planning process work sooner
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and nore smoothly than is generally thought.

So that we strongly encourage, you know,
the thorough, |ong-term planni ng processes that
are being discussed, but we think that in the
meantime it's really inportant to take this one
pi ece and push it forward into the CPCN process as
much as possi bl e, because Edi son has a | ot of
their environmental work already done. And take
advant age of that work, and maybe build it after
the bids are in. But at |east get that planning
forward so you can have a transnission |ine
probably in 2006, rather than 2008 or 2009, as is
likely to happen if we just go the way that we're
t al ki ng.

PRESI DI NG MEMBER GEESMAN:  And i f
under stand you, then, you would prefer the Edi son
phase one approach to the variation on Path 26
upgrades that the | SO suggested as an alternative?

MR. FEIDER Yes. | think that there's
a big advantage to just saying, SCE knows what
it's tal king about, and has nultiple needs for
this phase one line it's putting in. And to go
ahead and get that going, break it |oose. Because
you have the transm ssion planning already

underway, the environnental planning already under
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way.

And the other things that the | SO has
suggested are very good suggestions. And there
are a nunber of other suggestions, also,

i ncorporating LADW and the Sagebrush |ine and so
on. These can all be integrated in |ater on

I think that the area is so big and the
potential is so large, that you're not going to
| ose those overall things. But that what we're
| osing by all debating, you know, which is the
best penny to save, we've lost the dollar bill in
the process. And that the econonmic loss to
California by delaying, | think, is significant.

PRESI DI NG MEMBER GEESMAN: But | think
al so heard you say that you would actually wait to
comence construction until you had a round of RPS
bids in?

MR, FEIDER: O sone other way of
building the line. |In other words, you need to
have it, before you can actually comit to the
construction dollars, which are the Iarge dollars,
you have to have projects online or sonmebody
commtted to support that funding.

And | think that there are potentially

multiple ways for that to happen. And that if we
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have a plan that's noving forward | think that
there is going to be a way to fill it, fromwhat |
can see and what | know of the area. And that to
del ay the CPCN process is losing the tinme such
that we may bl ow that resource area out of the
opportunity to capture PTC dollars and nmake it
economically, you know, -- | think it's major

maj or dollars for the state that would be [ ost by

del ayi ng.
PRESI DI NG MEMBER GEESMAN: Okay. Jane.
MS5. TURNBULL: Thank you. Jane
Turnbul I, League of Wonen Voters. | would just

like to ask for sone clarification. There's sone
of us that don't live with transnmission as a full-
time occupation, even though we followit as
closely as we can.

The topic of deliverability studies has
cone up today, and that's an area that at |east a
couple of us are not terribly well acquainted
with. 1'd like to take advantage of -- here today
to try to get some understandi ng of what is
intended with the deliverability studies and what
the projected rel evance of those would be.

PRESI DI NG MEMBER GEESMAN: That's a

great question, and actually it's a question that
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| asked at our aging power plants workshop a week
and a half ago.

Gary, do you want to start?

MR DeSHAZG  Well, actually, according
tomy wife, ny entire life's not about
transmi ssi on planning, either, although | think
when the "honey-do's" cone along I'd like for it
to be |ike that.

I think that maybe in concept for
deliverability is that if you have a -- if you go
out and you go through a resource procurenent
process where you've got the utilities |ooking at,
wel |, what kind of resources are they going to
need over the next 15, 20 years. And then they go
out and they get those, they procure those
resources.

You could do that and just assune that
if I"ve got this amount of load that | need to
serve, and |I'mgoing to go out, and plus whatever
reserves that | need, and |'m going to go get the
resources to go do that, you could just sort of
deem t hat whatever resources | get |I'mgoing to be
able to use for ny | oad.

But | think that the transm ssion system

doesn't work like that. And so you may go get a
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resource that's in a location that sinply cannot
get to the place where your load is.

And so what the |SO has suggested is
that as part of that process we need to have sone
sort of a deliverability standard that we need to
meet, such that if you're going to go procure a
resource then you need to be able to denonstrate
that you can get those megawatts to your | oad.

And if you can't, then you need to cone
up with some way to define what kind of
transm ssion facilities are required in order to
make that happen.

And in doing that, that sort of fits
that into a transm ssion planning process. And,
in fact, it kind of brings to the table the
concept that some woul d suggest that
deliverability really is nothing but transm ssion
pl anni ng.

The person that | have working for ne
that's doing this actually spent about an hour
convincing nme that really this is a resource
adequacy question, and has al nost convi nced ne
that my last 25 years of transm ssion planning is
|'ve been a generation planner, not a transmn ssion

planner. So |I'mhaving a hard tinme sort of m xing
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those two things together

But there's somewhat opposing views
about which one that is, and about where that
shoul d occur. |I'mnot sure that the 1SO -- |
think that the 1SOtends to |ook at it as a
resource adequacy issue, and it needs to be
addressed there. But that is yet -- is far from
being fully defined.

MS. BERGEN: Just a followp on that.
How cl ose were you -- the initial proposal has
come in with guarantees of the transm ssion of
that power -- generating power that is being
proposed, does that conpany have to go out and get
a contract -- transm ssion conpany? Do they have
to -- how nuch proof do they have to provide? How
closely are they responsible for that? Do they
just cone with a general plan --

MR, DeSHAZO  Well, | guess the question
is related to if soneone can go out and procure
t he resource, you know, how involved do they need
to be with the transm ssion aspect of that, right.

I don't think there's an answer to that
guestion right now. |It's obviously a question
And | think it's going to undergo quite a bit of

debat e.
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From the perspective of the I SO an
exanpl e of why that maybe is still out there, and
bear in mnd that this is a newissue, and it's
just cone to the table. And so there'll be a | ot
of discussion about this.

But for the 1SO and the systemthat it
manages, you can assunme that some of those
resources are nost likely going to be outside of
that. They could even be in another state.

And the question that has come up is for
the 1SO to consider this resource as deliverable,
should it be the 1SO s responsibility to assure
that there are sufficient transm ssion contracts
in place to nove the resources from Wom ng or
Arizona or wherever it is, to the |SO controlled
grid.

O is it just that the 1SO should only
consider the fact that knowi ng there's a resource
out there, we have inport lines that cone in, that
we want to nake sure that we nanage our inmports on
a sinultaneous basis. In other words, we want to
be able to maxinm ze the anpbunt that we can inport.
So we probably aren't too concerned about whet her
t hey shoul d have transm ssion contracts to do

that. W should be concerned about whet her or not
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we can actually get it into the system

That's a question -- that's just an
exanpl e of one of those questions that's out there
that is yet to be resolved.

MS. BERGEN: In what way is that
different fromlQOU -- in what way is this process
different fromwhat the 10U used to do in its
resource planni ng?

PRESI DI NG MEMBER GEESMAN. The reporter
should note, this is Jane Bergen speaking.

MR. DeSHAZO: Would one of you fol ks
like to -- | nean I've -- they put me first. You
know, originally I thought I would just try to
meld in sonmewhere down the line. But sonetines
you're the bug, sometinmes you' re the w ndshield.

MS. HATTEVIK: Before you answer that
maybe | could junp in a little bit onit. Mybe
it would help clarify. Because | think I would
agree with Gary or the 1SO s perspective that this
does go down to resource adequacy. And | think
you really need to link the 1SO s expertise, as
far as planning the transm ssion grid, the
engi neering on deliverability, with what the | QOUs
are actually going to do when they go out and

procure.
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So, to ne, those are fundanentally
linked. And what | think this comes down to where
I think Gary didn't mention is really an issue of
cost allocation. Because when an | QU goes out
there and contracts for capacity, that capacity
needs to be deliverable when the systenlis at peak
That's my definition of a capacity resource. It
needs to be deliverable at peak

So you need to nmake sure the
transmni ssion systemcan facilitate that
deliverability of power at peak

Now, what we don't have now is sort of a
capacity type rules for the utility to go out and
procure under those circunstances, so we have a
cost allocation issue. The two generators on the
border that are contributing substantially to the
M guel situation, put two generators on the grid,
that couldn't be deliverable, and then they get
paid for not being able to deliver. They chose
not to do their five-year transm ssion upgrades
with five-year credit backs, even though it's
probably a pretty sweet deal, because they're
getting paid not to have the transm ssion there.

So there are fundanental problens there;

there weren't deliverability criteria there that
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inthe future will be there, | think. And | don't
see a world where the utilities would go out and
contract with such a generator that didn't have
the deliverability upgrades done and didn't have a
cost allocation nechanismfor that; i.e., if you
want to qualify to be a capacity resource, pay for
your transm ssion upgrades.

So, to ne there's sone real structura
problems with -- structural elements to the
deliverability upgrade, and then there's sone --
you kind of piece it out this way.

M5. BERGEN: Well, if you'll forgive nme
I"'mnot, as | say |I'mnot a technical person. |
aminterested in --

MS. HATTEVIK: I'mreally not, either

MS. BERGEN: -- governance, however.

And | amjust trying to get a better sense of
where we hook on. | grew up in the old days, and
was pretty much involved in this issue in the
'80s; knew the rate structure and process pretty
wel | and so forth.

And | understand what you' re sayi ng,
that in the new setting there are these problens
that have arisen. But sinply what |'masking is,

that the process that you described earlier of
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bei ng sure that you can deliver the energy that
you' ve got, whether you've bought it or generated
it yourself, wasn't this sonmething that was the
responsibility of the IOUs before Cal-1SO existed?

MR, DeSHAZO  Well, yes, it was. And
think if you go back into the '80s the structure
was the bigger the plant the better; you know, you
try to build. 1It's basically econonies of scale.
And then you would find someplace to |ocate that.
And then you'd look at, well, okay, so what kind
of transmission then do | need to have in order to
be able to deliver that.

And so there would be a |ot of technica
anal ysis done that would try to determ ne that |
could actually schedul e those negawatts across
sonme predeterm ned path, whether it be an existing
path or one that I'mgoing to build with a new
transm ssion |ine.

And as long as | could make that happen,
and under peak conditions, or under conditions
when the transm ssion system was highly stressed,
as long as | could do that and not adversely
i mpact others, then |'d be able to nmake that, a
scheduling path. You'd usually define how nmuch it

was rating, and so | could schedule up to that
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rating.

It used to be, | think, fairly sinple
back then. But nowlife is not so sinmple. Wth
the advent of all of the gas and the siting of
conmbustion turbines, | think when | joined the |ISO
in 2001, we had something |like 1200 generation
i nterconnection requests on the table. And they
were just showi ng up, you know, by the tens every
week.

And | just think that in today's world

how we used to do it back then just doesn't work
anynore. And even for those that are not within
the 1SO, you know, where | came fromwas in
Arizona. | worked for Salt River project there.
I was there through the tinme when we had roughly
10, 000 negawatts of gas-fired generation that was
proposed all at one tinme, and all at one | ocation
And nobody was proposing any transm ssion.

And the way that these folks would |ike
to |l ook at sonmething is that, okay, well, I'm
going to cone in here with my 500 nmegawatts, but
I'"mgoing to assunme |I'mgoing to replace 500
megawatts of Palo Verde. So the net inpact of the
transm ssi on system shoul d be zero, and that's how

they would want you to | ook at the system
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Well, that doesn't work. But that's how
they tended to want to do things, as though they
were going to cone into the market and repl ace
others. And that was a very difficult thing to
get through. But we worked with those folks to
get together and say, | ook, we need to define how
much the transm ssion system can handl e.

And | think we all know that while the
generation got built there's not anywhere near
enough transm ssion capacity in order to get that
out. And then when you connect that up with
exi sting contracts and transmission rights, it
just turned into a really big ness.

Here, with the I SO, of course, it's the
open grid, but it's still sonething that's
difficult because these folks can just literally
site anywhere that they want. And | think that
we're getting to a point now, as we start into the
future, that it's atest that | think is just,
it's absolutely necessary in order to be able to
find a way to make all of this stuff work
t oget her.

If we don't do that, then we'll never be
able to get to the long-termstuff. W'Il be just

mred in just the short-termtype things. So we
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can't do that.

PRESI DI NG MEMBER GEESMAN:  Yes, M ss.

MS. ARM: Good afternoon. M nane is
OGsa Armi. |I'man attorney at a lawfirmcall ed
Shute, M haly and Wi nberger. Sonme of you may
remenber us as the lawfirmrepresenting the
comunity group Save Sout hwest Riverside County.
Novenber, actually, | was here when the topic of
di scussi on was how do you involve the public
constructively in planning for transm ssion
proj ects.

So, along those lines | wanted to
respond to the presentation you had earlier from
the PUC Staff, and specifically their proposal to
del egate need determinations to the | SO not
subject to revisiting by the PUC

| just wanted to make sure this body is
aware, notwithstandi ng sone contrary
representations by the PUC, that is not a
uni versal ly accepted proposition. |'mhere to
express actually quite strong opposition to that
i dea. Mbstly because quite sinmply the PUC has the
clear statutory obligation to do that
determination. | see no authority for them being

able to delegate that to a nongovernmental entity,
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the 1SO, which has nmuch | ess formal proceedings
available to it. Quite frankly its proceedings
are frequently invisible to the public; and
certainly nore difficult to participate in than
those of the PUC

It has certainly been our experience
that the |1SO does not do the same high |evel of
eval uation of alternatives and environnental
i mpacts that you see at the Comm ssion, the Public
Utilities Conmi ssion

W will be filing conments tonorrow in
the O R opposing the proposed procedural changes.
And if that's helpful I'Il submt those in this
proceedi ng, as well

PRESI DI NG MEMBER GEESMAN: It woul d be
very helpful. And, in particular, if you could
address those in the context of CEQA requirenments,
I think it mght be quite helpful for those, a |ot
of different governmental agencies looking at this
guesti on.

A simlar question cane up when this
Conmi ssion and the Public Uilities Conm ssion and
the California Power Authority were considering
the energy action plan about a year ago. And at

that point in time there was a slightly cleaner or

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

213

substantially different proposal that would have
i nvol ved the CPUC participating in the Energy
Conmi ssion's process. And then adopting the
Energy Commi ssion's determ nation of need for use
inits CPCN process.

Two of the Commi ssioners at the PUC
objected to that provision in the energy action
pl an. And subsequently voted agai nst the plan
and that provision was substantially rewitten, as
well. But nmy recollection is that they said at
the time, and | nmay have this mxed up, it was
either all of the |l awers and nost of the ALJs or
nmost of the lawers and all of the ALJs at the
Public Utilities Conm ssion agreed that the
Commi ssi on could not pre-commit to a need
determination and still extend procedural due
process to the parties participating in the CPCN

So, ny personal viewis that this is a
dog that is not going to hunt. But, | |ook
forward to seeing a copy of the comments you file.

M5. ARM: Well, thank you. I'm
heartened to hear that perspective. And your
comments actually reflect very well the comments
that we're going to be submtting tonorrow

PRESI DI NG MEMBER CGEESMAN: | was afraid
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of that.

(Laughter.)

PRESI DI NG MEMBER GEESMAN: O her
comment s?

MR, FLYNN. |f you don't mnd, I'Il sit
down.

PRESI DI NG MEMBER GEESMAN: Pl ease so

MR. FLYNN: | can organi ze my thoughts a
little better that way. Just remind ne -- take
too | ong.

PRESI DI NG MEMBER GEESMAN:  Turn the
green |ight on.

MR, FLYNN: | actually have a few
slides. 1'd indicated I'd returned to the way |
t hought that PG&E or the PTOs and the | SO and the
CEC could work on this RVR reduction for |oad
pockets situation.

And nmaybe if we could skip the first
slide | want to return to that later; we'll go to
the next one. This is excerpted froman |ISO
management report to the board. The blue is the
PGE&E RMR requi renent; the red or maroon, whatever
is the SCE and the beige at the top if the SD&&E
RMR requi renent and how it's changed over tine.

And | believe -- Dave, correct me if |I'm
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wrong -- but when you tal k about a | oad pocket |
think practically all of the SDG&E is in what
woul d be called their |oad pocket. And about 4000
of that 7400 nmegawatts of PGXE RMR is in the Bay
Area | oad pocket.

Maybe we can go on to the next slide.

But that's basically an indication of what | had
said earlier.

I guess what | really want to focus on
is the fact that at least for the Bay Area this is
not a small issue. In some ways it's
conmput ationally sinple conpared to sone of the
nmore inmportant and esoteric, hard-to-calcul ate
benefits of transm ssion.

You may al so know that the 1SO, to their
credit, tried to enconpass this idea of retirement
of old plants into a generation standard to be
adopted by the planning standards subcomm ttee.
And if you look at the current draft of that
that's just about to be approved, you'll see that
there's a footnote on the bottomw th regard to
the need to study all these retirements of these
old units that, you know, you're not going to do
it all at once.

VWhen you | ook at the Bay Area and you

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

216
t hi nk about the nunber of plants that fit into
t hat category, both based on that table and on the
good work that the CEC is doing, we're talking
about, you know, essentially the effect of
doubling. Well, of doubling the |oad, you know,
You' re going fromhaving to serve 10,000 negawatts
with 6000 negawatts of transm ssion and 4000
megawatts of generation to, in the extrenme, you
know, serving all 10,000 nmegawatts with
transm ssion.

So the various conbi nations of
generators to look at, to try to identify the
transm ssion projects that would go with the
ability to not have that generation. And | want
to point out that in ternms of the technica
studies the | oad flow doesn't know whether that
generator's not there because it's been retired
beyond anybody's control, or whether it's not
t here because we want to reduce it for RMR
savings. | mean that technical part of the work
is consistent or is useful or nore than one
pur poses.

But | guess what | want to get back to
interms of where is the CEC s role, | think

there's a lot of study work that needs to be done.
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P&E has indicated they will at |east start on
that. I1t's unclear how far they'll get this year
in their annual planning cycle.

The 1SO is doing a phase two of the San
Franci sco Peninsula long-termstudy. 1've been
pushing themto nmake that broader in terns of a
I ong-term study for the Greater Bay Area. It
remains to be seen how far we'll get there.

But those are two ongoi ng pl anni ng
efforts that will take a |ot of resources and a
ot of time by both PGE and the 1SO. And |' m not
at all proposing that the CEC step in the mddle
of that and try to duplicate what they' re doing.

What | am proposing i s once you've done
those technical studies and now you've got to nake
that tradeoff of the RMR costs versus the
transm ssion projects that gets identified,
think that's clearly a nice spot for the CEC to
contribute to this major effort.

"Il just say that | believe that to a
| arge extent, although the 1SO Staff tries to be
very open, the planning staff does a great job of
bei ng open with their planning process, once you
menti on nunbers their attorneys say, oh, you can't

tal k about it.
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So, | do know both from struggling with
trying to get outage rates out of the |1SO and
trying to get costs, that despite what the staff
wants to do, they are hanpered in terns of their
ability to really have an open and conpl ete
exposition of the alternatives before the public.
| believe the CEC sonmehow finds a way to do that.
And | think -- so that's the sales job in ternms
where the CEC s role is. Not to do the massive
anount of work that PG&E and the |SO is proposing
to undertake, but to come in at the rear end of
that and try to do the RMR savings, which I think
follows on nicely fromthe work that you're
conpleting now with regard to | ooking at
retirements.

I would just |like to back up and take
one nore mnute, so | don't inpact people's
ability to get home and see the final of the NCAA
tournanent. But if we go back one nore slide,
that was really put in there initially to try to
notivate you to think about |ooking at additiona
transm ssion into | oad pockets.

But | want to use it for another
pur pose, and basically that was done in the

2002/ 2012 outl ook by the CEC Staff. They had
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devel oped a -- just a very sophisticated XCEL
spreadsheet to look at the probabilities. To
essentially nodel the whole WSCC systemwith
regard to they had to sinplify the |oad pockets,
or the load regions | should -- | use that
term nol ogy too nuch -- load regions within the
WSCC, and sinplify the transm ssion
representati on.

But they do a very sophisticated job
with regard to representing both the outages rates
and the transni ssion between those areas; the
outage rates of the units and a probablistic
profile on peak | oad.

And |1'm not saying these are the right
nunbers. |'msaying the tool that was utilized
here can be a very inportant tool as we go
forward.

Gary DeShazo nentioned the fact that the
| SO would like to see and |ike to convince WSCC
how to go about probablistic planning. Well,
sat through the nonths and nonths where the
pl anni ng standards subcommittee at the 1SO tried
to devel op sone probablistic standards. They
tried to take it beyond just probability standards

to val ue based transm ssion
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They never got there. They couldn't get
a consensus between the PTOs and the | SO as to how
to go about that. The one benefit that came out
of that that there was a Bay Area generation
out age standard that PG&E di d when they recognized
the nore likelihood of multiple generation units
being out in the San Francisco Bay area at the
same time.

I"mconvinced that this type of tool is
a very inmportant tool. And it can lead, if it's
utilized and the nunbers are di splayed, can | ead
over tinme to at |east a gradual change of
determ ni stic planning process into nore of a
reliability type of process.

The reason | wanted to bring it up today
is | believe the CEC Staff has sone nodels and
sonme expertise that they can be a big benefit in
this.

And nore specifically, as the planning
standard subconmittee has tried to re-evaluate the
standards for the Bay Area based on nore recent
data, we have found that some of the data that the
| SO could not share with me has been shared with
the CEC. And | know they're trying to work

t hrough how t hey can do some study work and
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present sonme results without being in violation of
that confidentiality requirement.

But that's just another area where
believe that the CEC Staff has the expertise, and
sounds |i ke you have the notivation that you could
provi de sonme help in terms of noving the state
away from determnistic planning to probablistic
pl anni ng.

| would also Iike to nention
deliverability was nmentioned, and there's a fellow
on Gary's staff that has done sonme really good
work, as far as |I'mconcerned, on the analytica
side of what deliverability really means. And
woul d submit to you that -- and he evidently gives
credit to PIMin terns of devel oping the tools.

But | would subnmit to you that their initia
proposal on how they woul d determ ne whet her a
system was sufficient to deliver generation to

| oad | ooks a lot Iike the way that the CEC Staff
has | ooked at the probability of being able to
serve load reliably in the various sub areas
within the state.

Thank you.

PRESI DI NG MEMBER GEESMAN:  Thank you.

O her comrents? Yes, sSir.
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MR. SANDOVAL: Good afternoon; my nane
is Juan Carlos Sandoval. | represent Inperia
Irrigation District. W are a utility located in
sout heastern California. W are pretty nuch
located in the mddle of all the action, the
transm ssion corridor between Arizona and
California.

And | give ny conplinments to this
effort. We have seen four years of all these
probl ems and would like to participate in a
solution to them

| have a few comrents, you know. We
strongly support, you know, the initiative for
| ong-range | and use pl anni ng, you know. W have
seen internally the need to a change in the policy
to allow us to secure, you know, the transm ssion
corridors and the transm ssion sites.

Al so a change would help us in the
envi ronnental regul ations, you know, just to allow
to secure this |and.

The other thing is the joint, you know,
you can nodify the -- or allow for this joint use
projects. In the past we saw the | ack of the
regi onal planning. And obviously now that we have

this process is in place, you know, now that sone
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of the conpanies |ike ourselves, we have identify
the need for increased transm ssion capability.

We would like to have the ability to -- the
capability to participate in some transm ssion
proj ects.

PRESI DI NG MEMBER GEESMAN: Have you done
that previously on a joint basis?

MR. SANDOVAL: Yes, we are co-owners in
SWPL.

PRESI DI NG MEMBER GEESMAN:  Okay.

MR. SANDOVAL: And right now we are
actively participating, you know, we're sponsoring
the desert southwest transmi ssion project; it's a
500 kV Iine from Blythe to Devers.

PRESI DI NG MEMBER GEESMAN:  Um hum

MR. SANDOVAL: So we are in
conversations with Edison for the PV-Devers nunber
two |ine.

As well as we are participating, you
know, we want to be part of the solution, you
know. We tal king conversations with San Di ego Gas
and Electric for the 500 kV line fromlvy to
Ranmona, you know, Escondi do, wherever is. And
we'd like to participate in that project.

Al so the situation that we have -- we
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have about 500 negawatts of geothernmal generation
in our area, and we've got power to Edison, you
know. There's potential for an additional 200
megawatt s of generation, geothermal generation
that we can participate. And we'll deliver that
power to California.

Thank you.

PRESI DI NG MEMBER GEESMAN:  Thank you
Ot her comments? Yes, sir

DR. GALPERIN: Mark Gal perin, CERC. You
considering long-term planning for transm ssion.
You're thinking of long-termplans. And doing so,
we need to think of transm ssion efficiency, which
needs to have sone |egislative incentives and
support.

In terns of degrees of transm ssion
| osses and degrees demand for right-of-way. And
this is question and suggestion. [|f such
incentives are foreseen already then |I'd like to
have a referral to it, and that's it. 1'll be
glad to read it.

And if not, then a suggestion. | can't
i magi ne that considering planning for couple
decades this Committee should (inaudible)

transm ssion efficiency. |If not, be concern of
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utilities because according to current
| egislation, if I'"mcorrect, this is kind of end
user problem Because whatever -- transm ssion
end user pays.

And we have ways to decrease | osses
during transm ssion. W have ways to decrease the
anount right away, significant, practically -- but
not a big concern.

I want to bring attention of this
meeting to this problem And | would kindly ask
you in the agenda of other neeting of your
considerations, if it's not happened yet.

PRESI DI NG MEMBER GEESMAN:. Well, | guess
the one thing that | would want to have a better
under st andi ng of probably from our |egal staff
nmore than anyone else, is the extent to which this
isn't an area subject to the exclusive
jurisdiction of the Federal Energy Regul atory
Commi ssion. | don't know that the state really
has a constructive role to play in establishing
efficiency standards for an interstate grid when
and if that is likely to be legally preenpted by
FERC

We have a lot of work to do in areas

that aren't legally preempted by FERC where
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think it's probably nore productive for us to stay
f ocused.

DR. GALPERIN: Yes, | think that we have
pl enty extensive grid within the state which
shoul d be effective, as well as interstate.

PRESI DI NG MEMBER GEESMAN:  Um hum

DR. GALPERIN: And | am concerned first
of California grid.

PRESI DI NG MEMBER GEESMAN: Wel |, the
bul k systemis all operated pursuant to a FERC
tariff, so | think that | egal threshold was
crossed sonme time ago. And | think at |east the
question that your comrents raise in my nmind is
whet her there's any rol e whatsoever for one of the
50 states to attenpt to prescribe standards for
t he operation of that bulk system

And it's just sinply a question |I'd need
nore | egal guidance fromour staff on

DR. GALPERIN: But is it -- just a
question. Is it in power of the state |legislators
to establish any incentive for utilities for
savi ngs of energy --

PRESI DI NG MEMBER GEESMAN: The Public
Uilities Conm ssion does have that ability.

DR. GALPERIN:  You can do sonet hing,
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not, | nean --

PRESI DI NG MEMBER GEESMAN:  Ri ght.

DR. GALPERIN: And the same with right-
of -way. | heard ecol ogists, that we so suffer
that transm ssion |ine consunmes so nany | ands of
California and so on, so forth. W have real ways
to decrease this demand. And it's matter only,
agai n, technol ogy consi derati on.

So, again, unless sone incentives would
be introduced, it won't go further --

PRESI DI NG MEMBER GEESMAN:  No, we
conduct one of the |argest R&D programs in the
country relating to nore efficient use of the
transmi ssion grids. So there's a |lot of work
bei ng done here and with a variety of stakehol ders
on researching ways in which to inprove the
efficient operation of the grid.

I may have m sunderstood your coments
about prescriptive standards. But we do have a
| ot of work underway on an R&D basis.

DR. GALPERIN: | didn't say anything
about prescriptive standards, | said about
i ncreasing efficiency of transm ssion

Thank you.

PRESI DI NG MEMBER GEESMAN:  Thanks.
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Anyone el se?

I want to thank you again for your
contributions today. This has been
extraordinarily valuable. | think we'll yield a
very rich transcript, which | intend to spend a
consi derabl e anpbunt of time wth.

And | would certainly invite your
witten coments, as well

Thanks, again. We'IlIl be adjourned.

(Wher eupon, at 3:56 p.m, the workshop

was adj ourned.)

--000- -
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